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ABSTRACT OF THE THESIS 
National Planners of our country have strategically decided to use the 
Indian Banking System, particular the organised part of it, as a tool for 
economic growths. Implementation of this strategy called for certain structural 
changes in the total banking system. Nationalisation of major commercial 
banks in two stages in one of the major dynamic changes that has greatly 
influenced the position and performance of total banking system and its 
structural. Some of the main economic factors which compelled the 
Government to nationalise the major Commercial Banks are as under -
(a) Before the nationahsation, distribution of bank offices was uneven. 
Big industrial and commercial towns were over crowded with the 
bank branches while there was a dearth of such banking facilities in 
the rural areas. Non-availability of such facilities in these areas was 
due to the profit yielding prospectus of the private sector banks as 
they had a priority for profit - Motto over 'service motto'. As a result, 
banking industry in the country, became urban biased and purely 
profit oriented. 
(b) Due to the faulty credit policy of banking mdustry discrimination 
against economically backward class had been noticed during the 
pre-nationalisation period. Such person with huge financial resources 
had been given credit while many needy and deserving persons without 
(ii) 
adequate financial resources and guarantee as well had not been able 
to get the same. Hence it was observed that this pattern of credit 
distribution does not go in favour of the objective of equality and 
other social goals of the country, 
(c) It had been observed that the commercial banks were responsible for 
the concentration of economic power and the intensification of 
disparities in income and wealth in the country as they were owned 
and controlled by a few towns, who were able to determine the pattern 
of allocation of funds according to their own vested interests and 
convenience. The existing system had its effect on social and political 
structure of the country also. Socially the working of the private sector 
banking created interclass imbalances in the distribution of income 
and wealth but intra capitalists - class also get affected as the big 
business - class was tend to get much them the others, resulting further 
increase in the concentration of economic power. By controlling all 
the media of mass communication and by influencing the academic 
and intellectual class through financing of educational and resarch 
institutes, this class is capable to capture the political power and 
make it justified to the pubhc of the country. 
(d) Inspite of the fact that the agriculture is the basic industry in the 
country on which the majority of country's population depends for 
its subsistence, it had been completely ignored by the commercial 
banks. There was no provision of providing long term credit to the 
(iii) 
farmers for agricultural operations and land improvements. They had 
been providing credit to traders and big business houses but not to 
the vital priority sector of the economy, viz. agriculture. Small Scale 
Industries, so that balanced development could have been attained. 
It was thus realised that the Indian commercial banking system had 
not fulfilled its main role of attaining the balanced regional development in 
the country. It was completely controlled and organised by the few hands 
who used public funds for their personal interests. Priority sectors was 
completely ignored Regional development was never seriously considered 
while providing credit facilities to economically weaker sections of the society 
had always been exploited by the economically stronger class. Thus, lending 
process was not economically justified. As a result, the banking system in 
India emerged as urban - biased, privately owned, profit oriented and lap 
sided. 
Hence to dynamise the economy and speed up the rate of economic 
development of the country, the need for the government to take over the 14 
major commercial banks, was the need for their nationalisation, and at last 
July 19, 1969, 14 major commercial banks of the country with Rs. 50 Crore 
or more were nationalised by the govt, with the objective that it would 
accelerate the growth of the economy. It also emphasized on expanding the 
bank credit to the priority sectors. 
A new era in the development of Indian banking started when Reserve 
Bank of India came into existence in 1935 and aimed at the building up of a 
(iv) 
sound and adequate credit structure and started providing long term finance 
to industries also. 
Early years of independence were full of zeal and enthusiasm. In the 
zeal national leaders though of the nationalisation of the banking industry so 
that existing regional imbalances could be eliminated and balanced 
development could be achieved. The Banking Company's Act had been 
brouglit in 1949 and on March 16th, as per the recommendations of Rural 
Credit Survey Committee. The RESERVE BANK OF INDIA was 
nationalised. In Mid 50's the Imperial Bank of India was also converted into 
the STATE BANK OF INDIA. 
The motives behind the nationalisation of the RBI and the State Bank 
of India were different. The main motive behind the nationalisation of the 
Reserve Bank of India as to control the monetory policy and establish a co-
ordinated relation between the Govt, and Bank, while the decision to obtain 
control of State Bank of India was motivated by the need for a strong 
institution through which the Govt, could inject credit into the vast rural 
areas and to gamer savings in those areas for the benefit of the economy. 
In 1963, the demand for nationalisation of the Banking Industry gained 
moment and a resolution was brought before the Government demanding 
the overall nationalisation of banks. 
The development or upliftment, whether it is cultural, social, economic 
or political depends on the various financial resources available to the country 
either from with in or from otuside. Financial intermediation, thus, has a 
(v) 
positive role to play in the economic development as finance is the basic 
input for the economic development of the country. As, commercial banks 
are the major source of providing financial assistance to the public, can 
play a significant role in the process of economic development. 
The rate of economic development depends on the rate of capital 
fonnation. The rate of capital formation, in turn depends on three distinct 
but interdependent activities viz., saving, investment and proper allocation 
of funds and it is through these three stages of capital accumulation that 
banking contributions to economic growth. 
No serious attempt has been made so far to investigate whether the 
priority sector, in terms of banking facilities available of nationalised banks 
especially by Ihc Slate Hank of India, have been financed at district level. 
Taking it into consideration one could feel that a systematic study about 
financing the priority sector at district level by State Bank of India should be 
done. Therefore, I have choosen Aligarh District for the research work to 
find out the role of State Bank of India in financing the priority sector and to 
produce new results. 
Since establishment of S.B.I, more than four decades have been 
passed. It is liigh time to review the situation whether with the passage of 
time the financing priority sector have been successfully made or not by the 
State Bank of India at Aligarh District. In a way, this study seems to be the 
pioneer study of evaluating the performance of the State Bank of India in 
ternis of branch expansion, deposit mobilisation and credit disbursement in 
financing the priority sectors of Aligarh district. 
(vi) 
Since the establishment of the State Bank of India in the country, this 
bank has registered a remarkable growth in terms of financing the priority 
sectors of the country. But despite of all the achievements, it is still doubtful 
whether priority sector and weaker section of the society in terms of the 
availability of banking facilities, deposit mobilised and credit disbursed, 
have been significantly improved or not. 
Thus, an attempt has been made in the present study, to examine its 
objectives how far the growth of the State Bank of India since establishment 
has helped to finance the priority sectors, in terms of banking services of 
SBI available, in Aligarh District. We have the main objectives of this research 
work wliich are as given below -
(1) To examine the role of Institutional finance in the development of the 
priority sectors of India; 
(2) To findout the importance of The State Bank of India in financing the 
priority sector; 
(3) To examine The State Bank of India's role in lending Agriculture, 
Small Scale Industries, Small Road and Water Transport operators, 
Retail Traders, Small Business, Professional and Self Employed 
Persons, State Sponsored OrganisaUons for Scheduled Castes / 
Scheduled Tribes, Education, Housing, Consumption Loan. Except 
agriculture and SSI unis all these sectors comes in the category of 
other priority sector; 
(vii) 
(4) To examine change in incremental ratio in production by investing the 
bank loan in Aligarh district with the help of cost benefit analysis; 
(5) Problems faced by the Bank and the borrowers in this regard; 
(6) Conclusion and some suitable suggestions. 
The thesis in hand reports the results of the above study in six chapters. 
The chapter one is Introductory chapter, which presents the 'Review of 
previous researchers, need and scope of the study, Research methodology, 
and Limitation of the research work. The chapter second present the priority 
sector lending and the guidelines of RBI to the priority sector. The 
chapter III presents about the State Bank of India. Chapter fourth presents 
the profile of Aligarh district with map and scope of priority sector in the 
Aligarh district. Chapter five represents the State Bank of India's lendings 
towards priority sector specially in Aligarh District with the sources of Primaiy 
and Secondary data. An attempt has been made to know the impact of loan 
on the borrowers. The final chapter presents the conclusion findings and 
suggestions. 
Our research work will be mainly based on Secondary data and we 
have collected data in this regard from Lead Bank of Aligarh (Canara 
Bank).We have also collected data from the Branches of the State Bank of 
India of Aligarh District. 
We have taken interviews from some investors who have taken loan 
for agriculture purposes as well as for the development of small scale 
industries. We collected primary data by giving them a questionnaire to 
(viii) 
know the impact of bank loan and on agriculture as well as on Industries 
data. We examined and analysed how far the productivity production, the 
income of the borrowers increased and how far the Share of this Bank in 
tliis regard. 
Administrately Aligarh district is a part of Agra Commissionary. It is 
the biggest district of the Commissionary in terms of size and population. 
The internationally renound Aligarh Muslim University is situated here. The 
district is known as Tala Nagri. The famous lock industry of the district is 
quite known in the country. The other industrial units such as hardware, 
moonga moti, electronic and electrical industrial unit are also established. 
Agro processing units in the fold of multinational, Small Scale Industrial 
units and tiny units are working in the district. According to map in the 
South direction, District Hathras and District Etah is situated, in the North-
East direction. District Badayun is situated, in the North direction. District 
Bulandshahr is situated, in the West direction, Mathura is situated of the 
Aligarh District. Haryana state touches the border to the North-West direction 
of the Aligarh district. 
Aligarh is part of South Western Semi arid zone. The geographical 
area of the district in 3691.50 Sq.km. The soil alluvial is very fertile. The 
temperature varies considerably - during the months of December / January 
the mean maximum temperature is around 21'^ C and the mean minimum is 
around 7.6°C. The relative humidity values around 35% and 98% of the 
land has assured irrigation facility to the net cultivable area. The croping 
intensity is 159%. The major croping season is Rabi. The farmers have 
(ix) 
been taking three crops in a year. The major crops grown are wheat, bajra, 
barley, rice, rapseed, mustard, sugarcane, potatoes, groundnut, linseed, 
moong, peas, arhar, sunflower and millets. For the purpose of research and 
improving the yield of the various crops and also training the farmers to 
account them for modern means of cultivation, A KVK of Chandra Shekhar 
University, Kanpur has been established. The district also known for certain 
industrial activity such as lock, hardware, moonga, moti, handloom and 
agro processing units. The district is not having any forest wealth and mineral 
resources. However due to the advent of modem transportation the lack of 
raw material has been over come. Industrial power position is the hinderance 
in the industrial growth. 
It is more than four decades of the State Bank of India's establishment 
which has witnessed a tremendous progress all over the country. The State 
Bank of India has been playing a vital role in the development of Indian 
economy till the advent of establishment of the State Bank of India under 
the Parliament act 1955. Before 1955 Banks in India were known to be 
working purely on the commercial pattern. This was the success of the 
State Bank of India which encouraged government to the nationalisation of 
14 major commercial banks in 1969 and again 6 banks in 1980 was 
nationalised. In the Post-nationalisation era, banking shifted from "Class 
Banking" to "Mass Banking" and consequently social banking perhaps 
eclipsed the importance of the profitability aspect of banks. 
In modem times the banks are to be considered not only as the dealers 
of money but as the leaders in economic development. They are not just the 
(X) 
store houses of the country's wealth but are the reservoirs of resources 
necessary for economic development. Their primary objective is to mobilize 
the savings and direct them in the some productive channels. Basically, they 
as a bridge, between those who require funds and those who have surplus 
funds but are unable to make an effective and productive use of them. 
Banks, thus, how become an instrument of a more efficient use of savings 
as they provide a convenient avenue to the saver and the investor a source 
of finance. Hence, out of their saving they provide financial assistance to 
the industry. Trade and commercie and give a push to the development of 
the economy. 
A number of studies have been conducted in our country on various 
issues or aspects of banking industry. Researchers have made a number of 
attempts to study the extent of variations in banking services at all India 
level. Most of the studies pointout that imbalances in banking services have 
been minimised since nationalisation. A very few studies points out lendings 
to the priority sectors at a district level. The present study is the pioneer 
study in which an attempt has been made to examine how far the State Bank 
of India is successful in lending the priority sectors specially in Aligarh 
district. Prior to establishment of the State Bankof India, a general observation 
was 'where enterprise leads finance follows'. The dictum was full applicable 
to all the banks. The geographical coverage and concentration of banking 
offices was, therefore, a reflection of the pattern of industrial development. 
The rural sector, small scale industries, education, retail traders, small 
(xi) 
businessman, professionals, S.C. / S.T., other neglected and weaker sections 
of the society were fully deprived of financial assistance provided by Banks. 
As their motive of providing the financial assistance, was not governed by 
credit worthiness of purpose but by 'credit worthiness of persons'. Such 
attitude of banks was basically responsible for widening imbalances among 
the regions wliich helped in the concentration of economic power in a few 
hands and in the creation of industrial and business monopolies. Banks 
were not being utilized in the national interest rather funds of the banks have 
been used for the promotion of the business and industrial concerns of 
directors. Hence banks were lacking a sense of'social justice' the interest in 
the development priorities and the need for financing the economically weaker 
sections of the society whose credit worthiness is no doubt poor but their 
urge for development was very genuine. Inspite of the fact that agriculture is 
the basic industry of the country, was completely ignored. They remained 
indifferent toward the credit needs of the farmers and land improvements. 
Moreover it was also realised that banking industry in general is supporting 
anti-social elements and under stable activities such as hoarding and 
speculation and investing the public savings in certain pockets according to 
their vested interests. Thus, it was realised that banks are actually aggravating 
intcr-rcgioiial, intcr-state and iutcr-district imbalances. And such a policy of 
banking industry went against the welfare of the general masses resulting 
serious imbalances, neglection of priority and the weaker sections in the 
country. 
(xii) 
In the present work apart from evaluating the performance of the 
State Bank of India, an attempt has also been made to identify the credit 
lendings to priority sector specially in Aligarh District on the basis of primary 
and secondary data. 
The Stale Bank of India was not as much successful in credit lending 
towards the priority sector in the blocks as it was successful in the city. In 
the agricultural lending only six and seven blocks' performance has shown 
satisfactory and in other blocks either the amount was not financed or if it 
was financed, the amount was very small. Likewise in the allied sector only 
four or five block's performance is satisfactory while in other blocks the 
State Bank of India has shown poor lendings, the target could not achieved. 
The SSI sector is also in worst condition. The State Bank of India 
lent very small amount to this sector as well as target amount was very 
small. Only two or three blocks were benefited through the SBI's lendings. 
In other blocks either the amount of lending was very small or no amount 
could be lent to SSIs. While SSI is an important sector of the economy. It 
can not be ignored. 
I have surveyed 60 farmers and 40 industrialists. I have tried to find 
out the impact of bank loans on the borrowers. How much new income 
generated after investing the loan? How much they are beneficiary from the 
loan? The result of this efforts came out positive. The income increased 
after investing the loan of Fanners as well as Industrialists. I have seen 8% 
negative effect in the agriculture. I find that the negative impact of loan was 
due to misuse of the loan amount i.e. they used borrowed amount for 
domestic purposes instead of investing the amount for fanning. 
(xiii) 
According to the report of field survey 92% farmers were benefited 
after investing the loan. Their income increased Rs. 175 Per month as per 
fanner and Rs. 2100 per annum as per farmer. 
Industrialists do not give me any infoimation in figures. Therefore, I 
have taken interview of industrialists they accepted that after investing the 
loan their income increased. But during past 10 years the profit ratio of their 
income are decreasing. They told me that the main reason of reducing their 
profit is lack supply of power. For the firms it is necessary that 12 hours 
continuous supply of power must flow in the peak hours. But in Aligarh 
district power flows only from 12 to 16 hours. They used the generators 
which raised their cost of production. But they cannot raise the sale price of 
product. Therefore the increase in the cost of production reduces their 
profit. 
Today there is tuff competition in the market. Due the globlisation 
policy the new multinational companies are entering in our country. Their 
products are qualitywise better and cheaper. They are technically advanced 
and produce international mark product. They used more advanced 
machinery and used less labour to produce their products. Therefore, their 
product is made under short period with large quantity in comparision to 
Indian industries. Therefore, their cost of production is also less than from 
Indian products. Aligarh is untouched from it. If the small scale industries 
want to live in this tuff competition they should improve quality of products 
and the product should be cheaper. If they improve the quality their cost of 
production will raise. They are not in condition that they increase the sale 
(xiv) 
price of the products. The increment in cost of production every IndustriaHst 
cannot afford. In Aligarh the milk processing unit Glaxo has been sold in 
the hand of MNC Heinz India Ltd. due to reducing profit and in the last 
reduction in the profit generated a huge loss to the company. This is very 
miserable condition for SSls. 
Recently a bill of security was passed in the both houses of Parliament 
Lok Sabha and Rajya Sabha. This bill has given more rights to the bank and 
other financial institutions. According to this Bill, the bank has the right to 
take action against the borrowers who do not pay the payment of loan at the 
time whether they are in condition oi*not. If they want to pay the limit 
amount, the action will not be taken otherwise bank have the right to sell 
their mortgage property. This will help in declining the ratio of NPA as well 
as more loan can be sanctioned to the needy people. This bill makes the 
banks more powerful. This is a good step in the right direction. Bank should 
implement this rule with strict hand so that the NPA can be reduced. 
Keeping all the facts in mind, that after analysing the primary and 
secondary data as well as after taking the direct interviews of the farmers, 
industrialists and bank employees, we reached to this conclusion that State 
Bank of India has certainly played very strong positive role in financing the 
priority sectors of the economy. We have no hesitation in saying and prooving 
that State Bank of India is pioneer in financing for priority sector directly or 
indirectly. In case of Aligarh we have examined from all point of views that 
State Bank of India has played very positive role in financing the priority 
sector. 
(XV) 
Lastly we can say that the working of the Bank should improve and 
adequate quantity of loan should be granted to the needy farmers timely so 
that it may be utilised fullyto achieve the target on the other hand recovery 
procedure of loan should also be more effective and easy. The insurance 
scheme of the crops should also be implemented effectively. The procedure 
of lending to the real beneficiaries should be easy. Lengthy procedure should 
be avoided to help the borrowers. For achieving the real goal, we hope that 
after adopting the above measures SBI which is very helpful to the farmers, 
industrialists and common persons, will be more helpful and fruitful for the 
bettemient of the investors of priority sector. The production and demand 
of the goods in priority sector will increase and we will be able to achieve 
the target of economic development and welfare of the people by adopting 
the new measures and policies. 
(Clianchal Varshney) 
Candidate of Ph.D. 
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PREFACE 
The establishment of State Bank of India under the State Bank of 
hidia Act 1955 which came into force since July 1, 1955 was a bold step to 
bring about redical changes in the structure and policy objectives of the 
banks in the country. The primary objective of bank establishment was to 
convert the urban based banks into the development oriented and social-
justice based public sector banks. Inspiring from the performance of the 
State Bank of India. The Govt, had taken another bold step which was the 
nationahsation of 14 major commercial banks in July 19,1969. Basically the 
purpose was to convert the banking of classes into the banking of masses 
so that adequate banking services could be provided to the neglected and 
priority sector of the society. It is realised that since the Banks have 
stopendous investment potentiality, they can make a significant impact on 
the existing problem of priority sector lendings through the rapid expansion 
of banking, servcies on the other. 
Present study reveals the role of State Bank of India in financing the 
priority sector specially in Aligarh district. Present study is an attempt to 
investigate how far the State Bank of India has successfully financed to the 
priority sector in the district Aligarh as well as in the blocks with the help of 
secondary data as well as of the primary data. The scored data was analysed 
to emperically impact of the loan on the borrowers. Whether the income of 
the borrowers increased or not. The primary data collected through the 
(ii) 
random sampling method. 100 borrowers were taken for the investigation. 
Agriculture and Small Scale Industries have taken for investigation. 
Agricultural survey was done in Block Lodha with live villages and Industrial 
Survey was done in the Aligarh district. 
The thesis in hand reports the results of the above study in six chapters. 
The chapter one is Introductory chapter, which presents the 'Review of 
previous researchers, need and scope of the study. Research methodology, 
and Limitation of the research work. The chapter second present the priority 
sector lending and the guidelines of RBI to the priority sector. The 
chapter III presents about the State Bank of India. Chapter fourth presents 
the profile of Aligarh district with map and scope of priority sector in the 
Aligarh district. Chapter five represents the State Bank of India's lendings 
towards priority sector specially in Aligarh District with the sources of Primary 
and Secondary data. An attempt has been made to know the impact of loan 
on the borrowers. The final chapter presents the conclusion findings and 
suggestions. 
ACKNOWLEDGEMENT 
Any scientific study is a collective effort and a team work. The study 
in hand, from its very conception to its consumation, is the result of 
supervision, guidance, inspiration, co-operation and assistance received 
directly or indirectly from many persons of various fields. My sincere thanks 
to all such personnel especially, all the borrowers who constituted the sample 
of the study. 
With immense pleasure and profound sense of gratitude I take this 
opportunity to express my sincere thanks to my supervisor Prof. Akhtar 
Zahecr Rizvi, Deplt. of Economics, Aligarh Muslim University, Aligarh. 
Without his motivation, excellent guidance, creative suggestions and 
constructive criticisms this piece of work could not have been possible, the 
interest that he took in my work will be ever remembered by me and will 
remain as a source of constant inspiration in my future life. 
Immense gratitude and thanks are the least 1 can offer to Prof Naseem-
A. Zaidi, Chairman, Deptt. of Economics, A.M.U., Aligarh, for his kind co-
operations and blessings that I received from him through out of work. 
I am greatly indebted to Prof Ashok Mittal, Dept. of Economics, 
AM.U., Aligarh, Prof Suriyya Rizvi, Deptt. of Economics, Women's College, 
A.M.U., Aligarh, Mr. Sheroz Alam Rizvi, Reader Deptt. of Economics, 
A.M.U., Aligarh, Dr. Shadab Rizvi, Dental College, A.M.U., Aligarh, 
Dr. Nighat Ahmed, Reader, Deptt. of Economics, A.M.U., Aligarh, 
(iv) 
Dr. Nisar A. Khan, Reader, Deplt. of Economics, A.M.U., Aligarh, 
Dr. Abdul Mannan Siddque, Reader, Deptt. of Economics, A.M.U., Aligarh, 
Dr. Hafiz Ihyas, Reader, Deptt. of Psychology, AM.U. Aligarh, Dr. Gunjan 
Dubey, Lecturer, Deptt. of Education, A.M.U., Aligarh and Mr. Mohd. 
Sayeed Ahmed, Lecturer, Deptt. of Economics, A.M.U., Aligarh whose 
time to time ingenious suggestions and encouragement helped greatly in 
supplication of the present work. 
My sincere thanks are also due to my teachers whose well wishes 
were with mc for the whole period of this work. I sincerely put on record 
my thanks to all officials specially Mr. Aqeel Ahmed, Mr. Sagir A. Khan and 
Seminar Librarian, BuniyadAli Khan, Dept. of Economics, A.M.U., Aligarh 
as well as officials and Librarians of Maulana Azad Library, A.M.U., Aligarh 
who all extended possible help and co-operation through the work. 
T also take this opportunity to put on record my thanks to Tanzeem 
Fatima my batchmet Umme Kulsum, research fellow, Ashraf Chaudhary, 
research fellow, Deptt. of Economics, A.M.U., Aligarh, Rashmi, Senior 
Research Fellow. Dept. of Economics, A.M.U., Aligarh and Dear Arisha 
for the help and support they extended as and when approached. 
I specially thanks to Mr. D.C. Rai Chandani, Assistant General 
Manager, Zonal Office, State Bank of India, Agra for his co-operation. 
My sincere thanks are to Mr. Pankaj Mahapatra, Branch Manager, 
Lead Bank, (Canara Bank) Aligarh, for his selfless help for making me 
available the required data for the present work. My special thanks are to 
Mr. R.K. Mishra, AGM, NABARD, Aligarh who have provided me the data 
(V) 
for the present work. My sincere thanks are to Dr. Madan Mohan Sharma, 
Chief Manager, Zonal Office, S.B.I., New Delhi for his immense co-operation 
and valuable suggestions. My sincere thanks are to Mr. Rakesh Lawania, 
Chief Manager, City Branch, S.B.I., Aligarh, Mr. Man Mohan Summon, 
Field Officer in agriculture section. City Branch, S.B.I., Aligarh, Mr. D.K. 
Ahuja Field Officer, Industrial Estate Branch, S.B.I., Aligarh, Mr. R.P. Singh, 
Field Officer, Specialised Small Scale Industrial Branch, S.B.I., Aligarh, 
Mr. D.D. Sharma, Senior Assistant, City Branch, S.B.I., Aligarh and Mr. 
Mukesh Saxena, Assistant, City Branch, S.B.I., Aligarh, for his selfless 
help for making me available the required data for field survey. 
I also thanks to M/s Mittal Computers, Samad Road, Aligarh for 
having typed tliis document with utmost care. 
I would like to express my heartful sincere thanks and regards to my 
father Mr. Ramesh Chandra, Dy. Manager, State Bank of India, 
Ganjdundwara, Distt. Etah, my mother Mrs. Rani Varshney and my brother 
Vikas Varshney who gave me whole hearted support and co-operation in 
the completion of the present work. I have no words to express my feelings 
towards the encouragement, support and inspiration that came from my 
parents and my brother. 
Once again, I pay my regards and thanks to whoever inspired, guided 
and helped me in completion of the present work directly or indirectly and 
apologise if their name(s) may have iterated on the formal pages of 
Acknowledgement. 
Date : Dec. It,2002 (Q^^A/^cl^^ 
A.M.U., Aligarh (Chanchal Varshney) 
Chapter -1 
Chapter -1 
INTRODUCTION 
National Planners of our counliy have strategically decided to use the 
Indian Banking System, particular the organised part of it, as a tool for 
economic growths. Implementation of this strategy called for certain structural 
changes in the total banking system. Nationalisation of major commercial 
banks in two stages in one of the major dynamic changes that has greatly 
influenced the position and performance of total banking system and its 
structural.' Some of the main economic factors which compelled the 
Government to nationalise the major Commercial Banks are as under -
(a) Before the nationalisation, distribution of bank offices was uneven. 
Big industrial and commercial towns were over crowded with the 
bank branches while there was a dearth of such banking facilities in 
the rural areas. Non-availability of such facilities in these areas was 
due to the profit yielding prospectus of the private sector banks as 
they had a priority for profit - Motto over 'service motto'. As a result, 
banking industry in the country, became urban biased and purely 
profit oriented. 
(b) Due to the faulty credit policy of banking industry discrimination 
against economically backward class had been noticed during the 
pre-nationalisation period. Such person with huge financial resources 
had been given credit while many needy and deserving persons without 
adequate financial resources and guarantee as well had not been able 
to get the same. Hence it was observed that this pattern of credit 
distribution does not go in favour of the objective of equality and 
other social goals of the country. 
(c) It had been observed that the commercial banks were responsible for 
the concentration of economic power and the intensification of 
disparities in income and wealth in the country as they were owned 
and controlled by a few towns, who were able to determine the pattern 
of allocation of funds according to their own vested interests and 
convenience. The existing system had its effect on social and political 
structure of the country also. Socially the working of the private sector 
banking created interclass imbalances in the distribution of income 
and wealth but intra capitalists - class also get affected as the big 
business - class was tend to get much them the others, resulting further 
increase in the concentration of economic power. By controlling all 
the media of mass communication and by influencing the academic 
and intellectual class tlirough financing of educational and resarch 
institutes, this class is capable to capture the pohtical power and 
make it justified to the public of the country. 
(d) Inspilc of the fact that the agriculture is the basic industry in the 
country on wliich the majority of country's population depends for 
its subsistence, it had been completely ignored by the commercial 
banks. There was no provision of providing long term credit to the 
farmers for agricultural operations and land improvements. They had 
been providing credit to traders and big business houses but not to 
the vital priority sector of the economy, viz. agriculture. Small Scale 
Industries, so that balanced development could have been attained. 
It was thus realised that the Indian commercial banking system had 
not fulfilled its main role of attaining the balanced regional development in 
the country. It was completely controlled and organised by the few hands 
who used public funds for their personal interests. Priority sectors was 
completely ignored Regional development was never seriously considered 
while providing credit facilities to economically weaker sections of the society 
had always been exploited by the economically stronger class. Thus, lending 
process was not economically justified. As a result, the banking system in 
India emerged as urban - biased, privately owned, profit oriented and lap 
sided. Therefore, to achieve the goal of balanced regional development by 
providing banking facilities to the weaker sections of the society through 
vigorous branch expansion programme, public control over banks considered 
to be essential. Hence to dynamise the economy and speed up the rate of 
economic development of the country, the need for the government to take 
over the 14 major commercial banks, was the need for their nationalisation, 
and at last July 19, 1969, 14 major commercial banks of the country with 
Rs. 50 Crore or more were nationalised by the govt, with the objective that 
it would accelerate the growth of the economy. It also emphasized on 
expanding the bank credit to the priority sectors. 
On the eve of bank nationalisation speaking about the objectives of 
the bank nationalisation, then Prime Minister, Mrs. Indira Gandhi said in a 
Radio broadcast that, "Public ownership and the control of the commanding 
heights of national economy and its strategic sectors are essential and 
important aspects of new social order which we are trying to build in this 
country. We regard this as particularly necessary in a poor country which 
seeks achieve speedy economic progress, consistent with social justice, in 
a democratic political system one which is free from the domination of the 
few, and in which opportunities are open to air'l 
It is clear from her statement that the primary objective of bank 
nationalisation was to provide the banking facilities to the backward and 
deprived sections of the society so that existing regional disparities could 
be minimized and finance could no more be the battleneck in their balanced 
development. Basically the objective of bank nationalisation was to convert 
the banking of classes into the banking of masses. This conversion is sought 
be achieved by the following objectives: 
(i) Rapid expansion of banking services by opening up of new bank 
branches, especially in the unbanked and neglected areas of the 
country. In such areas non-availability of finance is the only factor 
which is responsible for existing regional imbalances, 
(ii) Provision for adequate and liberal finance so that banks could 
contribute to the development of the priority sectors which include 
most neglected areas of the economy such as small scale industries, 
agriculture self employed persons, water and transport operations, 
education and professionals. 
(iii) To reduce the concentration of economic power from the few hands 
so that wide disparities between income and wealth could be minimized. 
Apart from these objectives mobilisation of savings and its canalization 
awarding to the priorities of the country were also the major objectives of 
bank nationalisation. These objectives are reflected in the following statement 
given by the Prime - Minister (Mrs. Indira Gandhi) in the parliament at the 
time of nationalisation, she said : rm 60. 
"Our sole consideration has been to accelerate development and thus 
make a significant impact on the problem of poverty and unemployment 
and to bring about progressive reduction of disparities between rich and 
poor sections of our people and between the relatively advanced and 
backward areas of our country."^  
"Nationalisation of major banks is a significant step in the process of 
Public Control over the principal institutions for the mobilisation on people's 
savings and canalising them towards productive purposes ... It is necessary 
to mobilise the savings of the people to the largest extent and to utilise them 
for productive purposes in accordance with our plans and priorities. 
Government believe that public ownership of major banks for which there 
has been wide spread public support, will help in the most effective 
mobihsation and development of national resources so that our objectives 
can be realised with a greater degree of assurance."'' 
Thus the goal of the nationalisation was to maximise benefits for all 
sections of the society by minimising regional disparities and providing credit 
facilities especially to the priority sectors of the economy. It certainly provides 
greater convenience in implementing state policies as the profit for surplus 
also goes to the state instead of share holders after the nationalisation. But 
profit is not the only aim, banks can afford to be more adventurous and 
face challenging situation with greater force and confidence.^ 
Thus nationalisation is not an end in itself but a mean to an end. Its 
success would largely depend upon the fulfilment of its objectives laid down 
at the time of nationalisation, 
1.1 BANKS - PRIOR TO NATIONALISATION 
Banking has been practiced in India since ages. It's origin can be 
traced us early as 500 B.C. in the country. But the first purely Indian Bank 
established in India was Oudh Bank which came into existence in 1881 with 
the establishment of people's Bank in 1901, the beginning of the 20th Century 
proved a turning point in the development of Indian Banking. The Swadeshi 
Movement was launched in 1905 and gave a great philip to Indian enterprises 
and left an impact on Indian banking too. A new era in the development of 
Indian banking started when Reserve Bank of India came into existence in 
1935 and aimed at the building up of a sound and adequate credit structure 
and started providing long term finance to industries also. 
Early years of independence were full of zeal and enthusiasm. In the 
zeal national leaders though of the nationalisation of the banking industry so 
that existing regional imbalances could be eliminated and balanced 
development could be achieved. 'I'lie Banking Company's Act had been 
brought in 1949 and on March 16th, as per the recommendations of Rural 
Credit Survey Committee. The RESERVE BANK OF INDIA was 
nationalised. In Mid 50's the Imperial Bank of India was also converted into 
the STATE BANK OF INDIA. 
The motives behind the nationalisation of the RBI and the State Bank 
of India were different. The main motive behind the nationalisation of the 
Reserve Bank of India as to control the monetory policy and establish a co-
ordinated relation between the Govt, and Bank, while the decision to obtain 
control of State Bank of India was motivated by the need for a strong 
institution througli which the Govt, could inject credit into the vast rural 
areas and to gamer savings in those areas for the benefit of the economy.^  
In 1963, the demand for nationalisation of the Banking Industry gained 
moment and a resolution was brought before the Government demanding 
the overall nationalisation of banks. Instead of nationalisation the banks. 
The Government introduced Social Control in 1967, under which the 
depending policy of banks was guided by the National Credit Council (NCC) 
for which the Finance Minister was the Chairman. The Commercial Banks 
under Social Control focussed on the needs of the farmers and small 
business enterprises. 
Before 1967, no one had heard of the term of social control. All India 
Congress Committee (AICC) inserted some lines in its manifesto regarding 
the social control. 
"It is necessary to bring most of the banking institution under social 
control ... in order to serve the cause of economic growth, fulfill our social 
purposes more effectively and to make credit available to the producer in 
all fields where it is needed. Thus it was a mid way between public ownership 
and private control of banking in the country."'' 
The scheme of social controls could not be able to ensure that the 
banks would become an integral part of the development plan because they 
still continued to be privately owned. As much banks under private sector 
for some obvious reasons can not ignore the consideration of private profit. 
But this would mean that social control makes little difference to the principles 
which motivate banks. It would only result in marginal transfers of funds 
from one sector to another as the sectors and classes catered to continue to 
be those catered to earlier. Under the scheme bigger capitalists and landlords 
continued to get the finance from banks. And thus it was observed that 
social control and private ownership of banking business are not compatible 
at all. 
There was a loud criticism of the scheme of social control, particulariy, 
on the basis of its inefficiency in fulfiling the objective of providing financial 
assistance to the backward and deprived sections of the society, keeping in 
view of the social welfare of the society as a whole, major banks of the 
country were nationalised by the Government of India.* 
1.2 ROU: OF FINANCE IN ECONOMIC DEVELOPMENT 
The development or upliftment, whether it is cultural, social, economic 
or political depends on the various financial resources available to the country 
either from with in or from otuside. Financial intermediation, thus, has a 
positive role to play in the economic development as finance is the basic 
input for the economic development of the country. As, commercial banks 
are the major source of providing financial assistance to the pubhc, can 
play a significant role in the process of economic development. 
"Pctricks Remarks : 
It seems to be the case that where enterprise leads finance follows. 
The same impulse with in an economy which set enterprise on foot makes 
owners of wealth venturesome, and when a strong impulse to invest is fettered 
by lack of finance, devices. One invested to release if... habits and institutions 
are developed.^  
Like in any developing country, in India too, commercial banking 
has been the hub of the financial system and has played a pivoted role in 
economic development. Apart from performing the key functions of 
providing liquidity and payment services to the real sector and managing 
bulk of the financial intermediation process, the banking sector has 
contributed to the process of economic development by serving as a major 
source of credit to all scction.s of the economy, be it the household, industry, 
government or the weaker sections of the society. It would be therefore, in 
the litness of things to state that, like anywhere else in the world, in India too 
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the banks have played their role as growth facilitators and the evolution of 
banking is closely interwined with the growth and evolution of the real 
sector.'" 
"Indian banking has been playing a very vital role in Indian Economic 
activities. Banking has played a great role in developing savings habit amongst 
the people, lending to needy sectors of society, financing poverty eradication 
programmes like 20 Point Economic Programme, IRDP, DIR etc. We are 
now on the threshold of the 21st Century, Banking is moving from local to 
global. Ranking being a service - oriented industry, customer satisfaction is 
the integral part of the business. Every type of customer has his own locus 
standing and expectations. For example, rural area customers step in for 
deposits and small loans for agriculture and allied activities, urban and metro 
area customers have different expectations from banks. It is natural. As 
their expectations are different, so are their comphints"^^ 
The role of banking in a developing economy is comparatively more 
creative and purposeful than in developed countries. In a centrally planned 
economy like that of India, the course of development is laid down and the 
economy has to move along that course. The rate of economic development 
depends on the rate of capital formation. The rate of capital formation, in 
turn depends on three distinct but interdependent activities viz., saving, 
investment and proper allocation of funds and it is through these three stages 
of capital accumulation that banking contributions to economic growth. 
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1.2.1 PKOMOnON OF SAVINGS 
The promotion saving is the first stage of capital fonnation. It denotes 
that part of Income which people save for various purposes. But they require 
assets in the form of which they can keep their savings in safe custody and 
get a rate of return as well. Commercial bank promotes saving by providing 
a wide range of deposits with varying combination of liquidty and rate of 
interest to suit the needs and preferences of different savers. Thus, it 
[Commercial Banking] does not help in stimulating savings by a battery of 
incentives - interest on deposits, free or cheap remittances of funds, safe 
custody of valuables and financial consultation.'^  
1.2.2. FINANCING 
Financing is the second stage of capital formation and is "the activity 
by which claims to resources or either assembled from among those released 
by domestic saving or obtained from abroad or specially created usually as 
bank deposits or notes and then placed in the hand of investors.'^  
It consists of mobilising the resources from those who have got 
excess of money income but are not making a productive use of it and 
lending the resources so that they could be utilised by those who need them 
to make a productive and portfolio use.''* 
1.2.3. MOBILISATION OF RESOURCES 
Economic development depends upon mobihsation of resources and 
their effective utilisation. Among the financial institutions which are engaged 
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in the task of mobilising savings and investment, commercial banks have 
created a nucleus in the process of economic growth. Commercial banks 
are the repositories of the community's savings. They provide to the saver 
of convenient avenue for investment of surplus funds with an assured 
repayment either on demand or on due date, as the case may be. Thus 
commercial banks encourage habits of thrift and industry among people. 
As a matter of fact the greatest utility of the modem banking system consists 
in effectively pooling the "cash" balances on liquid circulating capital of the 
community; in assembling the temporary surpluses of some business 
enterprises and individuals and in applying them to the temporary deficits of 
others. 
This clearly reflects the key role played by banks in harnessing vast 
magnitude of resources for economic development of the country.'^ 
1.2.4 LENDING 
The most jirofilable of all assets is bank loans and advances. Bank 
loans and advances may be made to businessmen either by the system of 
overdrafts of an agreed amount or by discounting bills of exchange. Loans 
and advances carry a high rate of interest because of the risk involved, low 
liquidity and the difficulty of shifting them to other parties. They involve 
great risk to the bank because of the possible failure, and, in extreme cases, 
involvency and liquidation of the borrowers. Again, these loans and advances 
have a low liquidity low shiftability in the sense that they can not be converted 
into cash easily as and when the bank requires additional cash to meet 
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withdrawals; nor is Ihcrc any possibility ofshifting them to other commercial 
banks or the central bank of the country. As a matter of fact, all bank 
failures may be ascribed to faulty policies regarding loans and advances. 
From the point of view of safety of the bank and its liquidity, loans and 
advances are poor assets. But the high yield of these assets compensates 
for the difficulties associated with them. These assets, thus have low liquidity 
but high yield.'^ 
1.2.5 CREATION OF CREDIT 
Credit is pivot around which the economic activities glitter. Credit 
has become so important in modem society that a imagine of a modem 
economy without credit is a misnoner. Today almost all bulk economic 
transactions arc settled by means of credit instrument. Credit provides a 
convenient and economical medium of exchange by supplementing or 
superseding other forms of money. It facilitates exchange of goods from 
one person to another person. It renders the monetary system of the country 
elastic by permitting expansion and contraction of the fiduciary money supply 
based on the metallic resources. Credit makes the optimum use of economy's 
capital resources possible. Through the use of credit not only are the funds 
formed together. They are also apportioned between the different competing 
uses in the most edicient manner. By influencing the rate of capital formation 
credit influences output and employment in the economy. Expansion of 
credit helps to pull the economy out of depression while a restriction of it 
may exercise a restraining influence upon boom. A cyclical expansion of 
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credit by the banks and oilier credit institution may accelerate the employment 
of unused factors and thus help in increasing the output which may stimulate 
spending and saving vice versa. 
That the banking system of a country plays a vital role in its economic 
development, by financing the credit needs of trade and industry, is obvious. 
Banks do it by creating credit. Bank credit in fact refers to bank loans and 
advances and creation refers to the multiplication of loans and advances. 
As every bank loan creates an equivalent deposit, credit creation by banks 
implies also multiplication of bank deposits. What is lent out by a bank 
comes back to the bank by way of deposit becomes the basis for loan or 
investment which again returning to the bank as fresh deposits becomes the 
basis for a new loan, and so on. The term bank here denotes the banking 
system as a whole. It is immaterial whether the deposits multiplied through 
the process of loans and advances are kept with the same bank or with 
another bank. What really matters is that these deposits should not 
disappear.'^ 
1.2.6 INVESTMENT 
Finance, alone is not sufficient for economic growth unless 
accompanied by Investment. The provision of finance alone will not guarantee 
development; unless realistic painstaking preparations have been made to 
execute useful projects, and unless these individual projects form an 
interrelated whole of type likely to generate its own further finance, no process 
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of financial mobilisation however effcciently and smoothly organised, can 
take the place of such preparation.'* So the volume of investment must 
increase so that the resources are used for the production of capital goods. 
Thus the function of banks is to help the others in promotion and investment 
operations. 
in modem days, the role of banks is not merely confined to that of 
saving mobilisers, rather in developing economics, like India, their contribution 
is there in every field such as an agriculture. Industry, rural development, 
exports and so on. The socio-economic needs of India warrant high priority 
for the development of rural sector, mainly agriculture and allied activities, 
small scale, cottage and village industries and service sector which are 
collectively called priority sector in India.'^  
Since agriculture is the main occupation of the country, so credit is 
an important factor for the promotion of this sector. And people from the 
agriculture sector need credit as they need other inputs for cultivation such 
as seeds, water, fertilizers etc. to increase the agricultural productivity of 
land which gets adversely affected due to the inadequate and untimely supply 
of agricultural credit. 
Commercial banks have launched some new schemes of providing 
short term credit to farmers for the purchase of seeds, fertilizers and other 
agricultural inputs. Medium and long term finance, for the purchase of tractors 
and other equipments and for electrification and installation of electric or 
diesel pump sets, or for land development or improvement have also 
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provided by the banks to bring drastic improvements in the agricultural 
sector in the economy. 
Commercial banks operating in the country are also encouraging self 
employment so that people with technical qualifications and with no job in 
hand could be benefited. For such people and for those who do not want to 
go for a job, banks now operate a variety of schemes under which they 
provide financial assistance to young enterpreneurs who come forward with 
feasible projects for setting up small new projects artisans and craftsman 
have also been given financial assistance to make them purchase of tools 
and implements and raw materials. Establishment of industrial units have 
also been encouraged in rural areas where they could generate employment 
opportunities. 
Commercialbanks in India not only provide financial assistance to 
the small scale units but they help sick units also by providing them adequate 
working capital facilities. Apart from the financial support they also assist 
them in preventing and detecting sickness in its early stages. Thus, in the 
industrial field. The banker, serves as a friend, philosopher and guide to 
industrial units.^ ° 
To sum up, banks have become an omnibus institution in the modern 
days to which people from all walks of life of varied interests get help and 
became successful in their objectives of life. A successful and resilient 
banking system in a country portends health and vigour where as a sterile 
and malevalent system results in crippling and strait jacketing of a country's 
economy. '^ 
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1.3 REVIEW OF LITERATIIIU: 
The entry of commercial banks in the hitherto neglected sector can 
be marked with the establishment of the Imperial Bank of India and its 
conversion into the State Bank of India in 1955, with the objective of 
spreading banking facilities to priority and weaker section of the society. 
However, it was only after the nationalisation of 14 major commercial in 
1969, that cominercial banks as a class began to enter the priority sector in 
a big way. The banks were further assisted in their efforts of serving the 
rural client etc. with the establishment of Regional Rural Banks in 1975 and 
nationalisation of six more commercial banks in 1980. As the State Bank of 
India has now completed more than 40 years of their mass presence in 
priority sector and their performance over the years depict a mixed picture 
of success or failure. A few studies conducted with respect to this very 
objective have been reviewed are as under ;-
Rustam S. Davar expressed his view that the nationalisation of banks 
have been stated to include the enlargement of resources for economic 
growth, the development of agriculture and industry in backward regions as 
well as making bank credit available to priority areas which had hither to 
been neglected. To achieve these objectives, it was felt that the banks policies 
of lending the funds should be controlled by the Government instead of by 
a few monopolist sluiicholdcrs who, it was claimed in the past diverted 
bank resources to their self - desired channels ignoring the needs of the 
country's economic planning. In this way the use of bank money for purpose 
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of speculative activities and unproductive works sought to be eliminated. 
The bank resources were now to be utilised for encouraging new 
entrepreneurs. It was also proposed to secure professional standards in 
bank management and provide adequate training facilities for banking 
personnel by suring reasonable terms of employment for the banking 
industry's staff.^ ^ 
H.C. Agarwal reveals his ideas "about the performance of banks, 
which used to provide short term finance to trade and industry. The Quantum 
of advance was linked to the assets owned by the borrower - the more the 
assets, the more the money lent. Thus the basis of the advance was the 
security offered to the bank. The security - oriented approach resulted in a 
large chunk of bank credit being utilised only by big industrial houses and 
traders. Banks were an unknown institution to small enterpreneurs, 
agriculturists, artisans, transport operators, and a host of people with small 
means. But nationalisation of fourteen commercial banks has radically 
changed the concept of bank lending. Banks now consider the viability of 
the project while entertaining the credit proposals and not merely the 
availability of assets with the borrower. Bankers are now adopting need-
based approach, although collateral security, wherever available, continues 
to be accepted as a cover for advances. As a result, the neglected sectors 
of the economy, have been identified as priority sectors, are gradually coming 
within the field of banking. He calls, today, the main thrust of bank lending 
is towards the following areas which have been identified as priority sectors."^^ 
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AS. Chawla, K.K. Uppal, Kcsliav Malhotra expressed that "there is, 
therefore, need to outhne the futuristic role of banking, where we have to go 
in the coming decades and what stresses and strains. We are likely to 
encounter in the process of further development. Seminar on 'Banking 
towards 21st Century' was an attempt to forsee the banking scene towards 
end of the century and to decide, in the light of that, the live of action that 
should be adopted by the Banks. The activities of banks have increased 
mainfold in volume variety and geographical coverage and all are related to 
the needs of national development. Highlights of banking in recent years has 
been; greater stress on district credit planning; revamping of branch 
expansion policy; intensive hunt for deposit mobilisation, and introduction 
of schemes and programmes like Lead Bank Scheme, Differential rate of 
interest scheme, 20 Point economic programme, Integrated Rural 
Development Programme, Scheme for Educated Unemployed Youth. Thus 
commercial banks have adopted a new Social Philosophy achieving 
Socialistic pattern of society through allocation of available resources to the 
poor and under-priviledged classes thereby raising levels of employment 
and income. All these development have been in desired direction. 
They said that however, everything is not viewed in positive terms. 
Because on one hand banks have expanded their sole in socially desired 
manner, they have miserably (ailed on quality fronts. The deteriorating 
customer service, declining profitability, mounting overdues, competition 
from other competition from other non-banking financial Institutions are 
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some of the problems whieh, if not tackled by banks in a intelligent way, are 
likely to hamper the progress already achieved." '^' 
K. Subramaniam focussed "Combining public good with private 
enterprise. According to him it is the essence of the libralisation philosophy. 
The implication of this to the banking sector is unambiguous. Banks have to 
make rural banking on integral part of their commercial character. Over the 
nationalisation period, a very sound foundation has been laid for rural finance 
in terms of a wide network of branches, a substantial deposit base and an 
enormous range of bankable activities. The next stage, obviously, is to provide 
a commercial orientation to rural finance. A stage has been reached in the 
evolution of rural banking where a system based on concessions and 
patronage can be safely replaced with a system based on commercial co-
operation and partnership. Such a transition would, of course, throw up 
many basic issues such as how can new banking innovations to introduced 
purposefully and profitability into rural operations, what kinds of institutional 
backup are required and so on. These and related issues are discussed in 
the third part of this volume 'Managing Rural Banking'." 
The guidelines for advances to priority sector were brought out by 
Reserve Bank of India in a consolidated from in March 1984. Since then 
there have been a number of development in the area of priority sector 
lendings. Government of India introduced several schemes with focus on 
flow of credit to the 'Weaker Sections'. The Agricultural Credit Review 
Committee, the Committee to examine the adequacy of institutional credit 
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to tlic SSI sector, the comniillee on the financial system (Narsimham 
Committee) and Expert Committee on IRDP appointed by Government of 
India / Reserve Bank of India have been reviewed the lendings to the priority 
sector. The implementation of the recommendations made by these 
committees necessitated changes in the guidelines on priority sector 
lendings.^ ^ 
Shri Munivelu Tiruttavi Centralized his point of view, "In the post-
reform period Banks are exposed to a competitive and market driven 
environment. Among financial slatcnicnls of a bank, Balance sheet is an 
important document that reveals the financial performance, health and 
soundness of the bank. Strong Balance Sheet is an ideal marketing tool that 
gives the bank many advantages in today's extremely competitive 
environment. Banks with sand Balance Sheet are in a position to secure 
several advantages under Autonomy Packages and greater freedom in the 
branch expansion programme. Financial magazines have started rating the 
banks in the country based on certain performance parameters. Accordingly 
banks are classified as good, unsatisfactorily and even worse. Based on the 
profitability track record, Banks are graded into three categories - A, B, and 
C i.e. net profit / operating profit / loss making loans. Thus the Balance 
sheet of a bank has become a barometer to measure the stability of the 
Bank."2^ 
K.M. Shajahan highlighted some important issues of priority sector 
bank lending in this paper According to him "priority sector bank lending 
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was an active instrument of our financial policy with an aim to restore sectoral 
balance within credit disbursement and to channel credit to the weaker 
sections within these sectors. But banking sector reforms initiated as a part 
of the liberalisation programme. Since the beginning of the 1990s has almost 
brought the priority sector lending policy to a halt. Moreover, the position 
of the poorer states in regard to priority sector bank credit seems to have 
worened because of the manner in which priority sector targeting has been 
done by linking it to total bank credit rather than to bank deposits."^* 
V.T. Dehejia expressed his satisfaction about the growth of the public 
sector banking which "has also assisted the private sector banking in various 
ways. Commercial and Co-operative banks can now take advantage of the 
services offered by the State Bank's offices all over the country. In particular, 
the Bank has been providing extensive remitance facilities to these banks. 
These facilities enable than not only to augment their cash resources in the 
event of sudden drawings but also facilitate transfer of funds to other centres 
either for lending or for investment. This ensures a flow of resources from 
areas where they are collected to areas where they are needed. "^ ^ 
L.D'Mello expressed his satisfaction about "the credit plan, which 
would be the operational part of the area development plan, thus is not a 
mere exercise in estimation of credit needs of an area on the basis of available 
macro-economic data but a blueprint for action by banks and financial 
institutions. Such as action plan can be prepared only on the basis of an 
intensive study of a small area such as Community Development Block. 
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Intensive study of blocks would reveal not only the type of economic activities 
which should be encouraged in the context of local resources and needs but 
also their costs and income in money terms. According to him it is hardly 
possible that costs and incomes of various possible schemes would be 
uniform all over a vast area which a district in India is. The study group of 
the National Credit Council whose recommendation led to the introduction 
of the Lead Bank Scheme, however, had suggested that the district should 
be the unit in an area approach, because it is in relation to a district that most 
statistical and other data are available."^° 
Basanta K. Pradhan, P.K. Roy, M.R. Saluja, Shanta Venkatram covered 
the Rural - Urban disparities, Income distribution, expenditure pattern and 
social sector. "This paper is based on the most recent primary household 
lend data obtained from a survey on income, expenditure, poverty measures 
for 1994-95 and human development indicators for 1996 in rural and urban 
India as a part of the project Micro Impact of Macro and Adjustment Policies 
(MIMAP). Empirical results show wide disparities in levels of living in terms 
of economic and social indicators in rural and urban India. The comparison 
of the distribution with a similar survey conducted in 1975-76 shows the 
changes in the pattern of income distribution and the gap between the shares 
of income in rural and urban areas during the last two decades." '^ 
Tara S. "Nair "reviews the major trends in rural financial intermediation 
in India by public sector commercial banks in the post-nationalisation period. 
It then examines their role in the newly emerging institutional forms with a 
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thrust on micro finance services. A healthy rural financial sector must be 
developed to meet the needs of agriculture, infrastructure, the rural poor 
such as agricultural labourers, artisans and self- employed persons."^^ 
K.J.S. Satyasai, K.C. Badatya, "aruges for a total revamping of the 
rural credit system and not cosmetic changes. The aim should be the 
satisfaction of the ultimate borrower at minimum cost. Cost reduction per 
unit of business can be achieved by integration of short and long term 
wings, renationalisation of co-operative structure by removing one of the 
tries, exploiting scope and scale economies available in rural lending. The 
limitations of the co-opeative system such as inability to offer all types of 
financial services that commercial banks / RRB's do such as money transfer, 
restricted area of operation and activities, inability to cater to credit needs 
for all purposes from a single outlet, low level of professionalisation etc. 
have to be overcome. Real success comes when co-operatives take full 
advantage of their ability to have close interface with the clientele.This ability 
almost matches similar ability of non - institution rural lenders and can never, 
possibly, be acquired by other institutional agencies."" 
Prof. Akhtar Zaheer Rizvi and Prof. Suraiyya Rizvi examined and 
analysed "In the wake of necessity of growing technological changes, the 
role of finance in agriculture is very important. The establishment of the 
reform in the banking world even after nationalisation of twenty commercial 
banks, the State Bank of India is the single largest bank with the largest, 
covereage and service mindedness. Thus the role of public sector bank in 
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India, in agricultural finance called for specific study. Recently Government 
of India has taken special interest in this connection. The national bank for 
agriculture and Rural Development has been established to co-oridnate and 
control all financial institution agencies for the agricultural sector. The need 
of rural finance by institutional agencies become essential for the 
modernisation of agriculture and for its speedy, progress. Alongwith finance 
other factors are also needed to promote the rate of this growth to raise the 
national income. Massive effort in required not in the field of its production 
and supply but also in the fair and equal distribution of these inputs. 
Infact the total production of agricultural goods increased in successive 
Five Year Plan but inspite of all these steps taken for improving and 
strengthening this sector. It is very pitiable indeed, that India is having a low 
productivity and vast disparities are found to exist among the various regions 
of the state. An attempt has been made here to analyse measures have been 
suggested alongwith the role of institutional credit. 
In the first phase they have discussed the importance of agriculture in 
India's economic development. In the second phase they have discussed 
the causes of poverty indebtness, and sources of rural credit alongwith the 
measures for the suitable solution of these crucial problems. The third phase 
covers and analyses the role of public sector banks in advancing rural credit 
since 1951. In the last phase they have explained and examined the role and 
performance and achievement of State Bank of India in overall agricultural 
development. They have reached to the conclusion that removal of poverty 
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and unemployment as well as proper agricultural development is not possible 
without increasing the institutional financing facilities to the rural people, on 
easy terms and conditions."^ '* 
Sooden Meenashi "made an attempt to evaluate the dimension of 
regional disparities in commercial banking services in India since 1975. 
The researcher examines as to how far the growth of scheduled 
commercial banking has helped to narrow down the regional disparities in 
banking services, in different population groups. Apart from it, the growth 
of commercial banking in different population groups has also been studied. 
The author has also identified backward and unbanked states of the country. 
For measuring the overall concentration and dispersion in regional disparities, 
the Herfindhal Index has been used and the behaviour of inequalities in 
banking development in explained with the help of coefficient of variation to 
reveal the aggregate behaviour of selected six indicators the Z-sum technique 
and Principal Component Analysis (RCA.) has been used by the author. 
The researcher concluded with To be precise, the unpruedented macro 
banking growth in different areas has brought down the regional disparities 
with respect to most of the indicators in different population groups and at 
an aggregate level."^ ^ 
The Report of Banking Commission (1972) dealt with the problem of 
co-ordination between commercial and co-operative banks,in the context 
of geographical coverage, loan policies and procedures and resources and 
organisational aspects. The analysis revealed the existence of inter-state 
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disparities in tlic growth of both commercial and co-operative banks in 
India.^ ^ 
Basu, C.R. (1991) "presents a new understanding of the dynamic 
role, which a versatile commercial banking system can play in the process 
of economic growth. Structurally, his work is divided into two parts. Part 
one explains how far the commercial banks provided the necessary financial 
base in the process of economic growth envisaged in the planned economy 
of India during the period of (1951-1966). Part II evaluates critically the 
dynamic and diversified role, the commercial banks have played in the post 
nationalisation period."" 
Subramanya, K.N. "This book is a good collection of articles of the 
experts. This study covers all the important aspects of banking development 
in India. It critically examines the progress and performance of banks after 
nationalisation, changing scenario over decades, new dimensions of 
commercial banking and economic growth, second phase of nationalisation. 
Branch Expansion, Priority Sector Financing, Credit Planning by Banks, 
Credit Planning and Economic Development, Credit Deployment by Banks, 
Monetary Management in India, Tandon Committee report. Chore Committee 
Report, Custom Service in Banks, Banking consumers and their problems, 
Professionalisation in Banking Services and Plan for Restructuring Banks. 
The major achievements highlighted by the author include the 
expansion of bank branches with its existing reduction in the bank office 
population ratio, the change in the credit priorities with an emphasis on 
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helping the hilhcrlo neglected sectors, the impetus given to deposit -
mobihsation and the change in the basic approach of the Indian banker from 
security orientation, to production orientation."^* 
The Annual Report of State Bank of India, 2000, highlights the 
economic activity. According to this report "However, notwithstanding some 
decleration in GDP during 2000-01 due to lower growth in agriculture, 
industry, and services, India remains one of the fastest growdng economies 
in the world. A decade of recorms has strengthened the resilience of the 
Indian economy and its ability to withstand periodic shocks. 
Within the banking sector, increasing competition and growing risks 
remain important challenges. The competition for market share is increasing 
the pressure on profitability and forcing banks to trim costs, particularly 
transaction costs and improve efficiency. As banks concentrate on 
consolidation to meet the competition, the key driver in staying ahead of the 
competition is technology and how will banks use it to meet the needs of 
their customers. In today's sophisticated markets, credit risk along with 
Market risk and operational risk are real chanllenges before banks. When 
finalised, the new framwork for capital adequacy put forward by the Barsel 
Committee on Banking supervision will put in place a capital framework that 
is more risk - sensitive and in tune with current market practice. Reserve 
Bank of India have already advised that these norms v\nll be applicable initially 
to selected banks with international presence. 
A high point in State Bank of India's performance during the year 
was the launch of the India Millennium Deposit (IMD) programme, which 
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was a resounding success. Willi overwlielming response from investors, 
the Bank mobilised $ 5.5 billion (Rs. 25,711 crore). By boosting India's 
foreign exchange reserves, the programme helped meet the challenge of 
rising oil prices, provided strong support to the rupee and in general, 
reinforced the country's self - confidence. 
Another milestone was reached with SBl's successful foray into 
insurance. SBI Life launched its first product "Sanjeevan" on 15th June 
2001. Incidentally, SBI is the only Bank which has been permitted a 74% 
Stake in the insurance business. This report states that SBI will also focus 
on cross and leverage our large customer base and vast distribution network. 
All these strategies will sustain and improve its profitability, asset quality, 
etc. and help to achieve its financial goals and objectives. 
To sum up the review of literature shows that almost no serious attempt 
has been made so far to investigate whether the priority sector, in terms of 
banking facilities available of nationalised banks especially by the State Bank 
of India, have been financed at district level. Taking it into consideration 
one could feel that a systematic study about financing the priority sector at • 
district level by State Bank of India should be done. Therefore, I have 
choosen Aligarh District for the research work to find out the role of State 
Bank of India in financing the priority sector and to produce new results."" 
1.4 FRAME WORK OF THE STUDY 
Before the nationalisation banks were Privately owned, urban bised 
and purely profit oriented. Such set of banking industry was actually 
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responsible for the concentration of wealth and economic prosperity in the 
hands of a few. During the prenationalisation period, key sector of the 
economy including agriculture remained thoroughly neglected, in terms of 
availability of institutional credit. Priority Sector lending emerged after the 
nationalisation of banks as a major directed credit basically aimed at extending 
much needed credit to hitherto neglected key sectors of the economy. With 
priority sector banks lending becoming one of the most active instruments 
of the policy. 
1.5 OBJECTIVE OF THE STUDY 
The sole objectives of bank nationalisation was stated to include the 
utilisation of resources for economic growth, the development of agricultural 
and industry in neglected regions as well as making Institutional finance 
available to priority areas which had hither to be neglected. Hence, 
accordingly, main emphasis of banking industry after the nationalisation, 
was shifted from 'credit worthiness of persons' to the 'credit worthiness of 
purpose'. In short, the banks ought to achieve the objective of development 
of the economy by financing the priorities of the country. 
Since the establishment of the State Bank of India in the country, this 
bank has registered a remarkable growth in terms of financing the priority 
sectors of the country. But despite of all the achievements, it is still doubtful 
whether priority sector and weaker section of the society in terms of the 
availability of banking facilities, deposit mobilised and credit disbursed, 
have been significantly improved or not. 
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Thus, an attempt has been made in the present study, to examine its 
objectives how far the growth of the State Bank of India since estabhshment 
has helped to finance the priority sectors, in terms of banking services of 
SBI available, in Aligarh District. We have the main objectives of this research 
work which are as given below -
(1) To examine the role of Institutional finance in the development of the 
priority sectors of India; 
(2) To findout the importance of The State Bank of India in financing the 
priority sector; 
(3) To examine The State Bank of India's role in lending Agriculture, 
Small Scale Industries, Small Road and Water Transport operators, 
Retail Traders, Small Business, Professional and Self Employed 
Persons, State Sponsored Organisations for Scheduled Castes / 
Scheduled Tribes, Education, Housing, Consumption Loan. Except 
agriculture and SSI unis all these sectors comes in the category of 
other priority sector; 
(4) To examine change in incremental ratio in production by investing the 
bank loan in Aligarh district with the help of cost benefit analysis; 
(5) Problems faced by the Bank and the borrowers in this regard; 
(6) Conclusion and some suitable suggestions. 
1.6 NEED OF THE STUDY 
Prior to establishment of the State Bank of India, the main aim of 
banking industry was to built their individual business rather than promoting 
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national welfare, that was the reason their activities were restricted in that 
direction only. They concentrated mainly on making more profit with the 
minimum amount of risk as a result traders and some sound sections of the 
society availed the bankingfacilities while the others, economically backward, 
weaker and priority sectors were totally neglected and deprived of these 
facilities. Thus, these privately owned banks became purely profit oriented 
top-sided and urban biased. In such a system disparities, in terms of banking 
services, such as total number of bank branches, aggregate deposit and 
gross credit, were quite obvious and natural. To finance priorities of the 
country, the State Bank of India was established under the 'State Bank of 
India Act 1955' with the objective of financing the priority and weaker sections 
of the society. This bank sought to achieve these objective through branch 
expansion programme in the neglected, unbanked and under banked areas 
and by providing them the financial assistance on easy and comfortable 
conditions. 
The literature available during the post establishment period so far, 
shows that much of energy has been expanded on the analysis of overall 
Indian banking system at the national and the state level but almost no 
empirical study has been done so far to evaluate the performance of State 
Bank of India in financing the priority sector at district level. 
Since establishment of S.B.I, more than four decades 
have been passed. It is high time to review the situadon 
whether with the passage of time the financing priority 
sector have been successfully made or not by the State Bank of 
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India at Aligarh District. In a way, this study seems to be the pioneer study 
of evaluating the performance of the State Bank of India in terms of branch 
expansion, deposit mobilisation and credit disbursement in financing the 
priority sectors of Aligarh district. 
1.7 SCOPE OF THE STUDY 
A developing economy embodies the character sticks of suboptimally 
utilised available physical and natural resources, and a large multitude of 
latent human resources. Human being constitute a society, and the economic 
and social upliftment of the people are, unquestionably the appropriate 
indicators of development. In the light of aforementioned statements, it stands 
to reason that banks should consider social banking an indispensable service 
to the society rather than an unavoidable obligation.''^  
The term 'social banking' refers to a policy of induced credit delivery 
by banks to the pre-defined priority sectors such as agriculture, small-scale 
industry, small-business, retail trade, professional, self employed and 
economically weaker sections of the society as idenntified from time to 
time. Due to greater stress of the banks on elite banking, these sectors had 
little access to banking facilities prior to nationalisation of the 14 major 
scheduled commercial banks on 19th July, 1969. The policy of social control 
on banks was introduced with the enactment of the Banking Laws 
(Amendment) Bill, 1967. The nationalisation of the 14 banks was the 
culmination of the ideals of Late Prime Minister Smt. Indira Gandhi, who 
desired that the institutions, such as the banking system which touches and 
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should touch the Hvcs of the milhons, has necessarily to be inspired by the 
larger social purpose and sub-serve national priorities and objectives. The 
Government desired that the bank must earmark a portion of their funds for 
financing, to the identified priority sectors of the economy.'" 
Some of the important questions raised again and agian in evaluating 
any human activities are : Is it right or wrong? Is it true or false? Is it proper 
or improper? Is it adequate or inadequate? In evaluating social projects also 
we raise similar questions. Evaluation or impact studies of programmes or 
schemes have become very important aspects of any planning or 
developmental activities undertaken for social change. Since banks and have 
been involved in financing many activities under priority sector, there is a 
need for a comprehensive evaluation of the performance of those lending 
activities at the individual bank level as well as at the Industry level. The 
Report of the Working Group on Priority Sector Lending opines that 
individual banks need to make impact studies of the specific schemes 
financed by them. The Report also mention that it was necessary that impact 
study of financing in specific areas (e.g. Backward, Priority Sectors, Tribal, 
Hill etc.), covering all the schemes should be made on a continuous basis to 
ascertain the problems encountered in the preperation and implementation 
of those schemes. This implied that systematic evaluation of various lending 
programmes on an ongoing basis is very necessary since banks (as 
implementing agencies) would have to continously innovate and modify the 
implementation to ensure efficiency and cost effectiveness. 
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At present, more than 350 evaluation study report are available wliich 
cover a wide range of activities and programmes. These can be classified 
into four categories such as : (a) Activity - Specific like poultry, sheep 
rearing, dairy, etc. ; (b) Target specific such as IRDP beneficiaries, Small 
farmers, SC / ST, etc; (c) Scheme - specific, eg. TRYSEM, PMRY, SEEUY, 
etc.; (d) Area Specific, viz. a district, a block, a cluster of villages, etc. In 
many reports one comes across a combination of these four categories.''^  
Financing the priority sector and weaker sectors has its own peculiar 
feature which the banks have experienced over the years. Therefore the 
need and scope of this study has been confined to evaluation studies 
pertaining to priority and weaker section financing. And only, therefore, I 
have selected this topic, "Role of State Bank of India in Financing the Priority 
Sector: A Case Study of Aligarh District". 
The scope of this study has been confined to evaluation studies 
pertaining to finance the priority sector by State Bank of India in Aligarh 
District. Another reason to highlight this topic is as I am a student of Aligarh 
Muslim University and I am living in Aligarh therefore it is easy for me to 
collect the data and material from all the Banks and collection of primary 
data from Survey. 
1.8 UMHATION OF iHI: RESEARCH WORK 
We focused our attention only on the priority sector of the Aligarh 
District and initial attention has been made only role of the State Bank of 
India. 
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The limitations of our research work are :-
1. That we have excluded our attention from all other commercial banks 
except the State Bank of India. 
2. The main purpose of the study is to find out the impact and role of 
the State Bank of India on the development of agriculture and small 
scale industries in Aligarh District since 1991 s. 
3. The field survey has been done only in Block Lodha under five villages 
of 100 borrowers from which 60 farmers and 40 industrialists of 
district Aligarh was taken. 
4. We have collected the information only from three branches of State 
Bank of India out of 23 branches of Aligarh. 
5. We highlighted only two sectors from the priority sector for our field 
survey. These are agriculture and small scale industries. 
6. The informations about income and expenditure was not give by small 
scale industrialists in figures. 
7. We have not done the field survey of small scale industries at the 
block level. 
1.9 RESEARCH METHODOLOGY 
Our research work will be mainly based on Secondary data and we 
have collected data in this regard from Lead Bank of Aligarh (Canara 
Bank). We have also collected data from the Branches of the State Bank of 
India of Aligarh District. 
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We have taken interviews from some investors who have taken loan 
for agriculture purposes as well as for the development of small scale 
industries. We collected primary data by giving them a questionnaire to 
know the impact of bank loan and on agriculture as well as on Industries 
data. We examined and analysed how far the productivity production, the 
income of the borrowers increased and how far the Share of this Bank in 
this regard. 
We have generalised the impact of financing of State Bank of India in 
the development of the priority sector with the help of primary and secondary 
data to find out the results of financing on the productivity of various priority 
sector. We will use some statistical and mathematical measures in finding 
incremental values. 
The Introductory Chapter explains the basic objective of bank 
nationalisation, the role of banks in economic development. Review of 
Literature, Objectives of the Study, Need and Scope of the Study and 
Methodology adopted to test the hypothesis. "Next Chapter (Chapter II) 
elaborates the role of institutional finance for financing the priority sector. 
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Chapter - 2 
Chapter - 2 
ROLE OF INSTITUTIONAL FINANCE 
2.1 ROLE OF INSTITUTIONAL FINANCE FOR FINANCING 
THE PRIORITY SECTORS 
The concept of priority sectors was evolved in the late sixties in 
order to focus attention on the need to ensure adequate credit facilities to 
certain neglected sectors of the economy particularly in the rural areas where 
banks had hardly made their presence felt. The involvement of banks in 
priority sector lending has grown considerably since the early Seventies 
along with the extension of the branch network of banks into the rural areas 
with special emphasis on opening branches in unbanked areas.' 
The nationalisation of major Indian commercial banks was intended 
to bright about banking refomis for reaching consequences. During the 
short period since July 1969, it has opened upnew horizons, broadened and 
deepened the base of Indian banking. The most significant reforms since 
the banks take over have taken place in the lending policies and practices, 
which had been tailored to meet the needs of the hethetro neglected sectors 
of the economy. Before the experiment of Social Control, banks had hardly 
given any attention towards advances to agriculture and small industries. 
Small borrowers, coming from a vast self-employed sector, were not at all 
served by the banking system. However after bank nationalisation financing 
of agriculture, small industries and self employed persons gathered 
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considerable momentum and a no. of special credit schemes have been 
evolved for this purpose. The entire outlook of the Indian banker has changed 
and the traditional Indian banking is evolving into a creative one. This chapter 
gives an amount of the changes that have taken place in banks lending 
practices as regards the priority sectors and neglected sectors of the economy 
and the system of institutional guarantees that has been sloped in India for 
this purpose. 
The lending policies of the Commercial banks before the imposition 
of social control were characterised by the disproportionate flow of credit 
to larger business and industrial houses and almost total neglect of larger 
sector of economy comprising agriculture, small industries, small traders 
and self employed and professional persons. Infact the demand for 
nationalisation of banks was the outcome of this long left deficiency of the 
banking system. In the scheme of social control, therefore emphasis was 
laid on larger allocation of bank credit for the three sectors - agriculture, 
small industries, and exports designated as the priority sectors. The national 
credit council laid down the targets to be achieved by the banks in this 
regard. After the nationalisation of banks in July, 1969, banks were directed 
to proceed on the untrodden path of financing a no. of new classes of 
people - "Small road and water transport operators. Retail traders. Small 
business, Professional and Self employed persons, Education, Housing, 
Consumption loans". These classes are called the 'neglected sectors' 
because of the absolute apathy of the banks towards them. Banks have 
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subsequently inlrocluced various schemes to provide necessary finance to 
them.^  
One of the most important objectives of govt, policy since bank 
nationalisation has been to extend and expand credit not only to those sectors 
which were of crucial importance in terms of their contribution to national 
income and employment but also to those sectors which had been severely 
neglected in terms of access to institutional credit. The sectors which were 
initially identified for this purpose were agriculture, small scale industries 
and self employment. These sectors were to be accorded priority status in 
credit allocation by the banks. This major policy decision formed the basis 
of directed credit programmes followed by banks during the post-
nationalisation period. 
Among the directed credit programmes followed by the banks during 
the post-nationalisation period, priority sector lending has been perhaps 
one of the most effective programme. In 1969 (Table 2.1) Banks provided 
only 14.6% of their total credit to the priority sectors, with the percentage of 
credit disbursed to agriculture being 5.4% only. In 1991, 40.9% of net bank 
credit was advanced to priority sectors, and total credit to agriculture, even 
though below the prescribed level of 18%, was 16.4% by 1991 (TableZ-l). 
Unfortunately, since 1991 there has been a reversal of the trends of the ratio 
ol" directed credit to total bank credit and the portion thereof going to the 
agriculture sector, even though there has been no known fonnal decision by 
the govt, on this score. At the same time, serious attempts have been made 
44 
in recent years to dilute the norms of whatever remains of priority sector 
bank lending. 
Table 2.1 
Trend and Progress of Banking in India 
Sector 1969 1991 
Net bank credit 100 100 
Total priority sector advances 14.6 40.9 
Agriculture 5.4 16.4 
Source: Report on Trend and Progress of Banking in India, RBI Bulletin various years. 
In the first section of this chapter, we review the situation which 
prevailed in the country prior to bank nationalisation, especially with regard 
to channelisation of credit to various key sectors of the economy. In the 
second section,we review the policy measure adopted between 1969 and 
1991 to increase priority sector bank lending. In the third section of this 
chapter,the closer look and review,widening the scope of priority sector. 
While,as noted, the recommendation of Narsimham Committee 
was to redifine the priority sector so as to cover only the 
weaker sections and drastic reduction the target for priority 
sector lending, what the authorities that have done exactly the 
opposite. This chapter also takes a closer look at the developments 
during the past six-seven years of banking sector reforms as 
they have impacted priority sector bank lending. In the fourth 
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section of the chapter, we will attempt diversion from direct priority sector 
lending according to the guidelines of RBI. 
2.2 THE PRE-NATIONALISATION PERIOD ; CRUCIAL 
SECTORS NEGLECTED 
During Pre-Independence period, there were large credit gaps with 
respect to key sectors of the economy. By the end of the 1940's 79% of 
bank finances made available by the banks in the country went to industry 
and commerce. Of the 32% of total advances channelled to industry, large 
amounts were claimed by cotton, jute, sugar industries. Trade and finance 
accounted for a major share of the 47% of bank finance advanced to 
commerce. On the other hand, advances to agriculture stood at a mere 4% 
of the total bank advances. Moreover a major portion of tliis was disbursed 
for financing of commercial crops. This low level of disbursement to 
agriculture was, according to the RBI, mainly due the concentration of area 
of operation of commercial banks in urban areas and also because the 
amounts required by agriculturists were small, and period repayment and 
security offered did not suit to requirements to joint sector banks. 
According to the report of the RBI committee on (Table 2.2) All 
India Rural Credit Survey (1954), out of the total amount borrowed by 
cultivators from different credit agencies in 1951-52, the contribution of 
institutional credit was only 7.3% of this, commercial banks contributed 
only 0.9% government and co-operatives contributed the rest, This meant 
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that an overwhelming percentage (92.7%) of the cultivator's borrowings in 
the country at the beginning of 1950s, was accounted for by non - institutional 
credit agencies, with professional money lenders having the highest share of 
41.9%, followed by agricultural money lenders with contribution of 23.9% 
Table 2 gives detail regarding bank advances to industry and agricultural 
sectors during 1949-67. 
Table 2.2 Scheduled Bank Advances to Industry and 
Agriculture (1949-67) 
Year 
1949 
1955 
1961 
1963 
1965 
1966-67 
Industry 
(Rs. Cr.) 
159 
221 
NA 
921.24 
1287.32 
NA 
% of total advance 
32 
34.3 
NA 
57.2 
61.5 
NA 
Agriculture 
(Rs. Crores) 
19 
11.3 
8.4 
4.09 
3.95 
4.30 
% of Total 
Advances 
4.0 
1.8 
0.7 
0.3 
0.2 
0.2 
Sources 1. Report on Trend and Progress of Banking in India, RBI, Various Years. 
2. Report of tlie Rural Credit Review, RBI July 1969. 
The study group of the National Credit Council (1969) ; headed by 
D.R. Gadgil, while identifying credit gaps with respect to the key sectors of 
the economy, including agriculture, noted the skewed nature of commercial 
bank finance. Whereas the Industrial Sector, which accounted for 15% of 
national output appropriated, two thirds of commercial bank credit, the 
agriculture sector whose contribution to the national output was as large as 
50%, was neglected virtually totally by the commercial banks. 
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2.3 PRiORIl Y SKCTOR LENDING AS A MAJOR POLICY 
INSTRUMENT, 1969-91 
It was in the context of the severe neglect by the banks of the credit 
requirements of agriculture sector that some thinking took place in the RBI 
to bring agriculture sector into the mainstream of institutional credit. The 
policy of social control and attempts to nationalise banks gave a further 
boost to this process. It was the setting up of the National Credit Council, 
which gave the initial indication that serious thinking was taking place in the 
RBI to lay down targets for bank lending. One of the main tasks of the 
credit council was to determine "the priorities for grant of loans and advances 
for investment, having regard to the availability of resources and requirements 
of the priority sectors in particular, agriculture, small scale industry and 
exports". 
The indepth studies made by the study group on Organisational 
Framworkfor Implementation of Social Objectives', under the chairmanship 
of D.R. Gadgil, (one of the five study groups set up by the National Credit 
Council on different subjects), provided the basis for adopting targets for 
priority sector lending. This study group while highlighting the deficiencies 
in the system of institutional credit in the pre-nationalisation years, provided 
the rationale for formulation of lending policies in the future. It also brought 
to light the heavy dependence of artisans, farmers, village and cottage 
industries on the informal financial sector. 
Accordingly the credit council decided that banks should take up 
financing of agriculture and small scale sectors urgently. Specific lending 
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targets were fixed for different sectors in terms of amounts. This can be 
said to be the first attempt to encourage target oriented lending to priority 
sectors of the economy. 
Initially, priority sector was defined to include agriculture small scale 
industries and exports, and each major banks was given a target and the 
performance of banks in this regard was to be monitored continuously by 
the RBI. With the purpose of encouraging banks to increase their priority 
sector lending, the RBI took two concrete steps. One was to provide liberal 
refinance facilities to the banks and the other was to introduce credit guarantee 
scheme as a support measure for bank lending to the priority sector. 
After bank nationalisation, lending to priority sector was seen as an 
essential component of national agenda. Still, the composition of priority 
sector was left rather vague till 1970, resulting in wide differences, between 
banks in the compilation of priority sector lending statistics. So the RBI 
constituted an informal study group on statistics related to priority sectors, 
to evolve a comprehensive definition for priority sectors. This study group 
recommneded expending the scope of priority sector lending to include not 
only agriculture (Direct and Indirect), small scale industries and industrial 
estates, but also road and water transport operators, retail traders, small 
business, professionals and self employed persons and education. This 
definition was adopted and it remained unchanged till the end of 1970s. 
In 1980, a major review of the composition of the priority sector was 
undertaken by a working group headed by K.S. Krishnaswamy. The 
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Krishnaswamy Group, after a detailed review of the composition of the 
priority sector, came to the important conclusion that while there was serious 
lack of uniformity in the classification of the priority sector, the main 
drawback of priority sector bank credit found its way to more affluent 
sections which, according to it, was not at all justified. In order to rectify the 
situation, the group recommended the incorporation of the concept of weaker 
sections, so that "the concessions that are being offered to the priority 
sector as a class could be oriented to meet the needs of the weaker sections". 
While endorsing the existing composition of priority sectors, the 
Krishnaswamy Group recommended of fixing lending targets for all the 
major catagories included under priority sector, except exports. The group 
did not endorse the proposal of fixing lending targets for exports, since it 
was predominantly an activity undertaken by the more affluent sections in 
the economy. Starting from 1969, there was only a single target for priority 
sector lending till the end of 1970s. In mid - 1970s, the RBI advised banks 
to raise the proportion of credit to priority sector as a proportion of total 
credit to 33.3% by March 1979. 
The Krishnaswamy Group felt that the banks should be set the target 
of 16% credit agriculture by March 1983. This meant that at least 40% of 
the priority sector bank credit would have to extended to the agriculture 
sector. The group considred this as justified, taking into consideration the 
prominent position agriculture sector occupied in the national economy. 
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Another major recommendation of the group was that at least 50% of direct 
farm credit should be channelled for weaker sections including small / marginal 
farmers and agricultural labourers. 
Another RBI working group, working under the chairmanship of 
A Ghosh Group, was set up specifically to review the targets of priority 
sector lending, with reference to the needs of the weaker sections. This 
group recommended comprehensive redefinition of the weaker sections and 
suggested a target of either 10% of net credit, or 25% of total priority sector 
lending to weaker sections to be reached by March 1985. 
Table 2.3 : Priority Sector Targetting as recommended by the 
Ghosh Working Group 
Puipose/Categoiy 
ofBeneficiaiies 
Target described 
ofnet bank credit (%) 
To be reached 
by 
1. 
2. 
3. 
Aggregate advances to 
Priority Sectors 
Direct advances for 
agiiculture and allied 
activity 
Advances to weaker 
Section 
40% 
16% 
17% 
18% 
10% 
March 1985 
March 1987 
March 1989 
March 1990 
March 1989 
The Ghosh Group (Table 2.3) also made important recommendations 
regarding the nature of agricultural advances and targeting, with direct and 
indirect farm lending to have separate targets. Direct lending targets was to 
be fixed immediately at 14% (of total credit) taking into considerations the 
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need for increasing credit How for farming operations, and was to be raised 
to 16% by March 1987, 17% by 1989 and finally to 18% by March 1990. 
Table 2.4 : Scheduled Comniercial Banks Advances to priority sectors 
(1969-1989) Amount Rupees Cr. 
Year 
1969 
1972 
1975 
1978 
1981 
1984 
1987 
1988 
1989 
0) 
Net Bank 
Credit 
3616 
5570 
9885 
18480 
29091 
46295 
61325 
79234 
95475 
(2) 
Advances to 
Piiority Sectors 
659 
1331 
2609 
5405 
10802 
18309 
27810 
34219 
40475 
(3) 
As a Percentage 
of(l) 
18.2 
23.9 
26.4 
29.3 
37.1 
39.6 
45.4 
43.2 
42.4 
(4) 
Advances 
to 
Agiicultuie 
258 
485 
1024 
2234 
4657 
7621 
11712 
13950 
16612 
(5) 
As a Percentage 
of(l) 
7.1 
8.7 
10.3 
12.1 
16.0 
16.5 
19.1 
17.6 
17.4 
Source: Compiled fiom Table Titled 'Scheduled Commercial Banks Advances to Priority 
Sectoi-" PP. 133-34, Priority Sector Lending - A Study of Indian Experience, R. 
Sreenivasan Himalayan Publishing House, 1995. 
The setting of lending targets for priority sector as a whole, and sub-
targets for major sectors, has had a very positive impact on the channelling 
of credit to hitherto neglected sectors of the economy while giving ample 
access for small borrowers to institutional credit. Thus, whereas in 1969 
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bank credit extended to prirority sectors was Rs. 659 crore, out of a total 
net bank credit of Rs. 3616 Crore that is 18.2%, the share of priority sector 
bank lending had increased to Rs. 40,475 Crore (42.4%) out of a total net 
bank credit of Rs. 95,475 Crore by 1989. The best year in terms of the 
share of priority sector lending was 1987, when 45.4% of total bank lending 
was accounted for by the priority sector (TableM). 
The bank credit extended to agriculture which was only 7.1% of the 
total net credit in 1969, increased 17.4% of total net credit in 1989 (Tablel4). 
Again 1987 was the best year in terms of share of agriculture, when it 
accounted for 19.1%) of the net bank credit. 
As is seen from Table 2.4, while between 1969 and 1989, credit to 
priority sector increased by more than 60 times from Rs. 659 crore. to Rs. 
40,475 crore, the number of priority sector accounts also registered a 
quantum jump, from 7.8 lakhs in 1969 to 331 lakhs in the year 1989. The 
main beneficiary in the priority sectors was agriculture. In 1969 credit 
extended to agriculture formed 7.13% of the total net bank credit, and by 
1989, it reached 17.4%). During the two decades since 1969, the number of 
amounts in the agriculture sector increased from 5.68 lakh, to 197.4 lakh. 
The reversal in the position of the priority sector in bank credit started with 
the banking sector reforms undertaken under the pressure of world bank 
and IMF in 1991. 
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2.4 BANKING REFORM AND PRIORITY SECTOR LENDING, 
1991-97 
The Committee on Financial System (CFS), appointed in 1991 under 
the chairmanship ofM. Narsimhama, as part of the government's commitment 
to introduce financial sector reforms, recommended phasing out of the bulk 
of priority sector targeting by the banks. The changes recommended by the 
committee in the field of priority sector bank lending were as follows. 
(1) The directed credit programmes should cover a redefined priority 
sector constituting of small and marginal farmers, tiny sector of 
industry, small business and transport operators, village and cottage 
industries, rural artisans and other weaker sections, 
(2) Credit targets for this redefined priority sectors should be fixed at 
10% of aggregate bank credit. 
(3) Stipulations of concessional interest to the redefined priority sector 
should be reviewed with a view to its eventual elimination, in about 
three years. 
(4) A review should be undertaken at the end of three years to see whether 
the directed credit programmes need to be continued. 
While conceding the need for reviewing the coverage and targets of 
priority sector bank credit, RBI did not accept fully the Narsimham 
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Committee's reeommendations. Tlic grounds offered by IIBI for taking this 
position were : (1) "A detailed assessment indicated that the redefined priority 
sector would account for significantly larger than 10% of the total credit 
and as such acceptance of the committee's recommendation would put a 
severe squeeze on the sectors within the redefined priority sectors." (2) 
"Again there is little merit in a drastic reduction in the target for the priority 
sectors and then meeting the requirements of these sectors through refinance 
from Reserve Bank as this would result in increasing the amount of created 
money thereby fuelling inflationary pressures. From a pragmafic viewpoint, 
it is essential to ensure that any changes in the policy on priority sector 
credit does not result in a disruption in the flow of credit for production 
purposes". (3) While there is a case for reviewing the present coverage and 
targets for priority sector lending, the experience of a number of countries 
is that some direction of credit is necessary in the development process. 
Thus the recommendations of the Narsimham Committee on priority sector 
lending were not formally accepted. On the other hand, various policy 
measures were taken aimed at diluting the norms of priority sector lending, 
so as to ensure its gradual phase out in the future. 
The rational of the policies to be followed on priority sector lending 
during the post reform period was summarised by RBI in its report on 
Trend and Progress of Banking in India, 1990-91, which it noted as follows: 
Priority sector lending has now attained the correcfion which was 
sought to be achieved in the imbalance in the sectoral distribution of bank 
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credit. With attainment of these targets and having put in place a vast 
institutional set up, there is a need to transform the system of priority sector 
lending in a more selective and sharply focused arrangement taking into 
account the imperatives of social concerns for assi^^jp^j^e-^jj^eaker 
sections and tiny units. f */ \ '' \ ^ M n\*Yi 
2.5 WIDENING THE SCOPE OF PRIOPHlP¥""«E£fOR 
LENDING 
While, as noted above, the recommendation of Narsimham Committee 
was to redefine the priority sector so as to cover only the weaker sections 
and drastic reduction in the target for priority sector lending, what the 
authorities that have done exactly the opposite. While the target has been 
allowed to remain untouched they have widened the coverage. At the same 
time target shortfalls have been overlooked. In agriculture initially indirect 
advances to agriculture were brought under the purview of finance to 
agriculture and clubbed with direct advances, for meeting the agriculture 
sub-target of 18% in 1993. Direct and Indirect catagories of agriculture 
advances within the subtargets of 18% for agricultural lending were thus 
taken as a whole, subject to the stipulation however that 'indirect' lending to 
agriculture must not exceed one-fouith of total agriculture lending sub-targets 
of 18% or 4.5% of net bank credit. It was also decided to include indirect 
agricultural advances exceeding 4.5% net bank credit into the overall priority 
sector target of 40%. The definition of priority sector itself was also widened 
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to include financing and dislribiilion of inputs for agriculture and allied sectors 
with the ceiling raised to Rs. 5 Lakh. Accordingly, financing and distribution 
of inputs for taking up allied activities such as dairy, poultry and piggry upto 
Rs. 5 lakhs were to be treated as indirect agriculture advances. Further 
finance extended to even dealers in drip irrigation / sprinkler irrigation system 
/ agriculture machinery was classified as 'indirect finance to agriculture' as a 
part of priority sector advances. To scope of direct agriculture advances 
under priority sector lending was widened so as to include all short-term 
advances to traditional plantations including tea, coffee, rubber and spices, 
irrespective of the size of the holding. 
In regard to small scale industries (SSI) which contribute more than 
40% of value and 80% of employment added in manufacturing and about 
35% of total exports, the start towards diluting norms was made by redefining 
SSI in terms of the level of investment in plant and machinery together with 
an increase in working capital limits. Initially SSI included those industries 
whose investment and machinery did not exceed Rs. 35 lakhs. In the case 
of ancillary units, the investment limti was Rs. 45 lakhs. In May 1994, these 
limits were raised to Rs. 60 lakhs and Rs. 75 lakhs respectively. All advances 
to SSIs as per revised definition were to be treated as priority sector advances. 
At the same time, banks were encouraged to move away from their 
responsibility of lending directly to SSIs. Instead, banks were advised to 
consider proposals for term finance loans, in the form of lines of credit to 
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state industrial development corporations, for loans to SSIs as a part of 
priority sector lending. The attempt at dilution has to be viewed in the context 
of the decline in credit to SSI from 7.6% in 1991-92 to 6.5% in 1995-96 as 
is brought of by an internal group in the planning commission. Together 
with this, existing ceiling limits on advances to other priority sectors, such 
as retail trade, small business enterprises, housing and professional and self 
employed persons under the category of priority sector advances were also 
raised. Further in Oct. 1997, the scope of priority sector credit to road 
transport operators was widened by increasing the number of eligible vehicles 
from 6 to 10 for credit to Road and water transport operators for purchase 
of vehicles and also by raising limit of priority sector credit to housing in 
rural and urban areas from Rs. 3 lakhs to Rs. 5 lakhs. 
In addition, totally new areas were under the umbrella of priority sector 
for the purpose of bank lending. In 1995-96 Rural Infrastructural 
Development Fund (RIDF) was set up within NABARD and it was to start 
its cooperation with an initial corpus of Rs. 2000 crore. Public sector banks 
were asked to contribute to the fund an amount equivalent to the shortfall in 
the priority sector lending, subject to a maximum of 1.5% of their net credit. 
Public sector banks falling short of priority targets were asked to provide 
Rs. 1000 crore. on a consortium basis to the Khadi and Village Industries 
Commission (KVIC) over and above what banks were lending to handloom 
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co-operatives. The total amount contributed by each bank towards the 
consortium was to be treated as priority sector lending. In 1996-97 an 
additional amount of Rs. 2,500 crore. was made available for financing rural 
infrastructure through RIDF Ilnd. Again in 1997-98, the union Budget 
proposed the launching of RIDF HI with a corpus of Rs. 2,500 crore. 
during 1997-98 Cumulative between 1995 and 1998. 
RIDF was expanded with a total corpus fund of Rs. 7000 crore. As 
for private sector banks, it was decided to give banks failing to achieve 
priority sector lending target of 40% of net bank credit an option to place 
50% of the shortfall as deposits with NABARD / SIDBI for a period of 
upto five years, with an interest rate of 8 to 11.5% per annum. The export 
target of foreign banks was raised from 10 to 12%, with an overall target of 
32%), for their priority sector lending. 
The outcome of these new policy guidelines could not but be that 
banks in default in meeting the priority sector sub target of 18%) of net credit 
to agriculture, would make good the deficiency by contributing to RIDF 
and the consortium fund of KVIC. In this way the banks could move away 
from their responsibility of direct lending to priority sectors. According to a 
report in the Economic Times the new set of guidelines has encouraged 
banks to move away from lending directly to the priority sector not only 
because they "have not found enough opportunities to fulfil this task" but 
also because "Some of the banks are not even trying to find avenues of 
funding priority sector needs". The latter are reportedly lendi^ -g out instead 
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"to these developmental Banks (i.cNABARD and SIDBI) at rates as law as 
8%" "The logic behind banks parking funds in SIDBI and NABARD in said 
to be to avoid taking any risk as long as the minimum return is assured. By 
not lending to priority sector, the banks are able to avoid the rigours of tight 
monitoring and also non performing assets that may accure in case of 
defaults". 
Dilution took one more form and that was to redefine the weaker 
sections in the priority sector by including more sections in the category of 
weaker sections on the one hand and removing the borrowal limit for small / 
marginal farmers on the other. When RBI's working group headed by Ghosh 
formulated a comprehensive definition of weaker sections in 1984, small / 
marginal farmers , i.e. those with holding of 5 acres or less and persons 
engaged in allied activities with borrowal limits up to Rs. 10,000, were to be 
treated as weaker sections. But as per redefinition of 1995, this borrowal 
limit was removed. On the other hand, new catagories such beneficiaries of 
SUME, SLRs, schemes and self help groups under NABARD were also 
brought into the ambit of weaker sections. 
2.6 DIVERSION FROM DIRECT PRIORITY SECTOR 
LENDING 
Another method to stifle channelling of credit to priority sectors, has 
been to ask banks to make investments in special bonds issued by certain 
speciallised institutions, and treat such investments as priority sector 
advances. In 1996, the RBI asked the banks to invest State Financial 
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Corporations, State Industrial Development Corporations, Rural 
Electrification Corporation, NABARD, and National Housing Banks (NHB). 
The list was expanded later in by including SIDBI and NSIC. Investment 
made by banks in special bonds issued by these agencies were also to be 
treated as priority sector advances. In May 1997, even finance expanded to 
State Electricity Board (SEBS) for system improvement scheme in rural 
areas under Special Project Agriculture of REC was declared as 'indirect 
finance to agriculture' under the priority sector. The changes thus made in 
the policy guidelines on the subject of priority sector lending were obviously 
meant to enable the banks to move away from the responsibility of directly 
lending to the priority sectors of the economy.^  
The large volume of credit being extended to the priority sectors over 
a wide geographic area, the considerable varieties of activities being financed, 
the large no. of schemes for specific target groups, the no, of agencies 
involved in drawing up programmes to facilitates absorption of credit by 
the priority sector, the enormous increase in the no. of loan accounts, are 
notable features of priority sector lending which have made the Indian banking 
experience in this regard quite unique. 
2.7 RBI's GUroELINES TO THE PRIORITY SECTOR 
The Reserve Bank of India has laid down specific guidelines for 
implementation by banks in the matter of financing various segments of 
priority sectors as under :'* 
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Agriculture 
Small Scale Industries 
Small road and water transport operators 
Retail Traders 
Small business operators 
Professional and self employed persons 
State sponsored organisations for scheduled castes / scheduled tribes 
Students for education purposes 
Housing 
Borrowers belonging to weaker sections taking pure consumption 
loans.^  
2.7.1 DIRECT FINANCE TO FARMERS FOR AGRICULTURE 
PURPOSE 
(i) Short Term Loans for raising crops i.e. for crop loans. In addition 
advances upto Rs. One Lakh to farmers against pledge / hypothecation 
of agricultural produce (including ware house receipts) for a period 
not exceeding 6 months, where the farmers were given crop loans for 
raising the produce provided borrowers draw credit from one bank. 
(ii) Medium and long-term loans (provided directly to farmers for financing 
production and development needs). 
(A) Purchase of agricultural implements and machinery, 
(a) Purchase of agricultural implements 
Iron ploughs, harrows, hose, land - levellers, bundformers, 
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handlools, sprayers, dusters, hay-press, sugarcane crushers, 
thresher machines etc. 
(b) Purchase of farm machinery 
Tractors, trailers, power tillers, tractors accessories viz. disc 
ploughs, etc. 
(c) Purchase of trucks, mini - trucks, jeeps, pick up vans, bullock 
carts and other transport equipments etc., to assist the transport 
of agricultural inputs and farm products. 
(d) Purchase of plough animals. 
(B) Development of irrigation Potential through -
(a) Construction of shallow and deep tubewells, tanks etc. and 
purchase of drilling units. 
(b) Constructing, deepening, cleaning of surface wells, boring of 
wells, electrification of wells, purchase of oil engines and 
installation of electric motor and pumps. 
(c) Purchase and installation of turbine pumps, construction of 
field channels (open as well as underground), etc. 
(d) Construction of lift irrigation project. 
(e) Installation of sprinkler irrigation system. 
(f) Purchase of generator sets provided they are for energisation 
of pumpsets used for agricultural purposes. 
(C) Reclaimation and land development schemes - Bunding of farm land, 
levelling of land, terracing, conversion of dry paddy lands into wet 
irrigable paddy lands, waste land development, development of farm 
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drainage, rcclaimation of soil lands and prevention of salinisation, 
reclaimation of ravine lands purchase of bulldozers, etc. 
(D) Construction of farm buildings and structures etc. Bullock sheds, 
implement sheds, tractor and truck sheds, farm stores etc. 
(E) Construction and running of storage facilities - construction and 
running of warehouses, godowns, silos and cold storage. 
(F) Production and processing of hybrid seeds of crops. 
(G) Payment of irrigation charges etc. 
Charges for hired water from wells and tubewells, canal water charges, 
maintenance and upkeep of oil engines and electric motors, payment 
of labour charges, electricity charges, marketing charges, service 
charges to custom service units, payment of development cess, etc. 
(H) Other type of direct Finance to Farmers 
(i) Short Temi Loans 
(a) To traditional / non traditional plantation and horticulture. 
(b) For allied activities such as dairying, fishery, piggery, poultry, 
beekeeping etc. 
(ii) Medium and long term loans 
(a) Development loans to all plantations, horticultures, forestery 
etc. 
(b) Development loans for allied activities. 
(i) Development of dairying and animal husbandry in all its aspects, 
(ii) Development of fisheries in all its aspects from fish catching to 
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stage of export, financing of equipment necessary for deep 
sea fishing, rehabilitation of tanks (fresh water fishing), fish 
breeding etc. 
(iii) Development of poultry, piggery, etc. in all its aspects including 
erection of poultry houses, pig houses, beekeeping etc. 
(iv) Development and maintenance of stud farms, sericulture 
(including grainages), etc. However breeding of race horses 
can not be classified here, 
(v) Bio-gas plants, 
(vi) Loans granted to fanners for establishing cold storage units 
which are used for storing their own produce. 
2.7.2. INDFRECT FINANCE TO AGRTCULTIIRE 
1. (a) Credit for financing the distribution of fertilisers, pesticides, 
seeds etc. 
(b) Credit limits upto Rs. 5 Lakhs granted for financing distribution 
of inputes for the allied activities, such as cattle feed, poultry 
feed, etc. 
2. Loans to electricity boards for reimbursing the expenditure already 
incurred by them for providing low tension connection from step-
down point to individual farmers for energising their wells. 
3. Loans to farmers through PACS, FSS, VAMPS. 
4. Deposits held by the banks in Rural Infrastructural Development Fund 
(RIDF) maintained with NABARD. 
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5. 50% of the amount of refinance granted by the sponsor banks to 
RRBs. 
6. Subscription to bonds issued by Rural Electrification Corporation 
(REC) exclusively for financing pump set energisation programme in 
rural and semi urban areas. 
7. Subscription to bonds issued by NABARD with the objective of 
financing exclusively agriculture / allied activities. 
8. Other types of indirect finances such as 
(a) Finance for hire - purcahse schemes for distribution of agricultural 
machinery and implements. 
(b) Loans for construction and running of storage facilities (warehouse, 
market yards, godowns, silos and cold storage*) in the producing 
areas. 
* Loans to cold storage units which are mainly used for hiring, 
provided 
(i) The cold storage unit is in rural areas. 
(ii) The unit is used for storing mainly agricultural produce, and 
(iii) The unit is not registered as a small scale industrial unit. 
If the cold storage registered as SSI units the loans granted to 
such unit may be classified under advances to SSI provided 
the investment in plant and machinery is within the stipulated 
ceiling. 
(c) Advances to custom services units managed by individuals, institutions 
or organisations who maintain a fleet of tractors, buldozers, well boring 
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equipments, threshers, combines etc. and undertake work from farmers 
on contract basis. 
(d) Loans to individuals, institutions or organisations who undertake 
spraying operations. 
(e) Loans to co-operative marketing societies, co-operative banks for 
relending to co-operative marketing societies (Provided a certificate 
from the state co-operative bank in favour of such loan is produced) 
for disposing of the produce of members. 
(f) Loans to co-operative banks of producers (e.g. Aarey Milk Colony 
Co-oprative Bank, consisting of licensed cattle owners). 
(g) Financing the farmers indirectly through the co-operative system 
(otherwise than by subscription to bonds and debentures issue) 
provided a certificate from the State Co-operative Bank in favour of 
such loans introduced. 
(h) Advances to state sponsored corporations for onward lending to 
weaker sections, 
(i) iMnancc extended to dealers in drip irrigation / sprinkler irrigation 
system / agricultural machinery subject to the following conditions, 
(i) The dealer should be located in the rural / semi urban areas, 
(ii) He should be dealing exclusively in such items or if dealing in 
other products, should be maintaining separate and distinct 
records in respect of such items. 
(in) A ceiling of upto Rs. in lakhs per dealer should be observed.^ 
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In the Pre-Independencc days, both in Agriculture and industry, India 
was leagues behind other countries. In fact the position was a degree worse 
in as much as even the desire to improve was not there. In the wake of 
independence came the people's demand for land reforms. Land they said, 
belonged to those who tilled it, and not to the big land lord and the Zamindari 
System had eventually to go. In Indistry too the forces of progress moved 
on, similar lines, but with a vital difference while the big land lord at not 
stage created wealth the big industrialist was in the fore engaged only in this 
avocation. Therefore, while the big landlord had to go and the vacuum is 
gradually being filled as it were, by the small man - the tiller of the soil. The 
big industrialist was not replaced either by the state or small man. On the 
contrary, his orbit of activity expanded. But then he was now no longer 
alone in the field with the mounting desire to improve his lot and at the same 
time share in the great national enterprise of industrialsing the country, the 
small man also moved into the arena, quite apart from the state which stepped 
in on a gigantic scale.'' 
Considering the importance of small scale industries in the national 
economy and with a view to making its own contribution to their progress, 
the stale Bank of India, introduced at a few selected centres in 1956 a Pilot 
scheme for the provision of co-ordinated finance to small scale industries, 
under which the lending rules and practices of the Bank were considerably 
liberalised for these industries. Since the first January 1959, the scheme has 
been operating at all the branches of the Bank." 
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Industries need black capital to finance fixed assets, such as land, 
buildings machinery and other durables and permanent apparatus and working 
capital to finance floating assets ei.e. for the purchase of raw materials, that 
conversion into finished goods, the purchase of shares expenses connected 
with marketing of goods, financing outstandings, concerning goods supplied, 
and the provision of funds for daily needs. Block capital is needed by new 
industries to make a start, and by all industries for expansion and replacement, 
and is more or less permanent. The working capital is partly long-term and 
partly short term. The preposition between block capital and working capital 
in every industry depends upon its nature. The more round about the process 
of production in an industry, the greater is the proposition of fixed to 
circulating capital in it. 
2.7.3 SMALL SCALE INDUSTRIES 
Small Scale Industrial units are those engaged in the manufacture 
processing or preservation of goods and whose investment in plant and 
machinery (original cost) does not exceed Rs. 60 lakhs. These would inter 
alia, include units engaged in mining or quarrying, servicing and repairing of 
machinery. In the case of ancillary units and export oriented units, the 
investment in plant and machinery (original cost) should not exceed Rs. 75 
lakhs to be classified under small scale industry. 
Advances to industries related Small Scale Service / Business 
Enterprises (SSSBEs) having investment in fixed assets excluding land and 
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building upto Rs. 5 lakhs and registered as much, are also to be treated as 
advances to SSIS. Indirect Finance in the small scale industrial sector will 
include credit to -
(1) Agencies involved in assisting decentralised sector in the supply of 
inputs and marketing of output of artisans, village and cottage 
industries. 
(2) Government sponsored corporations / orgamsations providing funds 
to the weaker sections in the priority sector. 
(3) Term finance / loans in the form of lines of credit made available to 
State Industrial Development Corporations / State Financial 
Corporation for financing SSIs. 
(4) Credit provided by banks to KVIC under the Scheme for provision 
of credit to KVIC by consortium of banks for lending to viable khadi 
and village industrial units. 
(5) Fund provided by banks to SIDBI / SFCs by way of rediscounting 
of bills. 
(6) Subscription to bonds floatted by SIDBI, SFCs, SIDCs and NSIC 
exclusively for financing SSI units. 
(7) Subscription to bonds issued by NABARD with the objective of 
financing exclusively non farm sector.' 
2.7.4 SMALL ROAD AND WATER TRANSPORT OPERATORS 
Advances to small road and water transport opeators oiwng a fleet of 
vehicles not exceeding six vehicles including the one proposed to be 
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financed.'° The taxi or scooters is financed to the extent of 75% of the cost 
and the truck to the extent of 70%. The rest of the cost is to be financed by 
the borrowers. The vehicle will remain mortaged to the Bank till the loan is 
repaid and its registration will be in the joint names of the bank and the 
borrower. Besides comprehensive insurance of the vehicle, personal 
guarantee from a suitable person is also required. The loan is repayable in 
monthly installments within 6 months. Interest is charged 9% for cars and 
scooters and 9'/2 for trucks." 
2.7.5 RETAIL TRADERS 
Advances granted to agencies involved in assisting the decentralised 
sector in the supply of inputs and marketing of outputs of artisans, village 
and cottage industries. Private retail traders dealing in essential commodities 
(fair price shopes) and consumer co-operative stores and Government 
sponsored corporations / organisations providing funds to the weaker 
sections in the priority sectors. Other private retail traders with credit limits 
not exceeding Rs. 2 lakh (Advances to retail traders in fertilizers will form a 
part of indirect finance for agriculture and those to retail traders of mineral 
oils under small business). 
2.7.6 SMALL BUSINESS 
Small Business would include individuals and firms managing a 
business enterprise established mainly for the purpose of providing any 
71 
service other than professional services whose original cost price of the 
equipment used for the purpose of business does not exceed Rs. 10 lakhs 
with working capital limits of Rs. 5 lakhs or less. Further, the aggregate of 
term loan and working capital limits sanctioned to a small business unit 
should not exceed Rs. 10 lakh. Advances for aquisition, construction 
renovation of house boats and other tourist accommodation will be included 
here. Distribution of mineral oils shall be included under "Small business". 
2.7.7 PROFESSIONAL & SELF EMPLOYED PERSONS 
Professional & Self Employed Persons loans to professional and 
self employed persons include loans for the purpose of purchasing 
equipment, repairing or renovating existing equipment and / or aquiring and 
repairing business premises or for purchasing tools and / or for working 
capital requirements to medical practioners including Dentists, Chartered 
Accountants, Cost Accountants, Lawyers or Solicitors, Engineers, 
Architects, Surveyors, Construction Contractors or Management Consultants 
or to a person trained in any other art or craft who holds either a degree or 
diploma from any institution established, aided or recognised by Government 
or to a person who is considered by the bank as technically qualified or 
skilled in the field in which he is employed, the undemoted specific categories 
of advances will also be eligible for classification under this item, 
(i) Advances to accredited journalists and cameramen who are free lancers 
i.e. not employed by a particular news paper / magazine, for aquisition 
72 
of equipments / vehicle (one per borrower) by such borrowers for 
their professional use. 
(ii) Credits for the purpose of purchasing equipment, acquisition of 
premises and tools, vehicles etc., to practising company secretaries 
who are not in the regular employment of any employer, 
(iii) Financial assistance for running "Health Centre" by an individual who 
is not a doctor, but has received some formal training about the use 
of various instruments of physical exercise, 
(iv) Advances for setting up beauty parlours where the borrower holds 
qualification in the particular profession and undertakes the activity 
as the sole means of living / earning his / her livelihood. 
Preference may be given by banks to financing professionals like 
doctors, etc., who are carrying on their profession in rural or semi - urban 
areas. The term also includes firms and joint ventures of such professionals 
and semi - employed persons. This category will include all advances granted 
by the bank under special schemes, if any, introduced for the purpose. 
Only such professionals and self - employed persons whose 
borrowing (limits) do not exceed Rs. 5 lakh of which not more than Rs. / 
Lakh should for working capita requirement, should be covered under this 
category i.e. professional and self employed persons. However in the case 
of professionally qualififed medical practitioners setting up practice in semi-
urban and rural areas, the borrowing limits should not exceeds Rs. 10 lakhs 
of which not more than Rs. 2 Lakh should be for working capital purposes. 
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Within the above mentioned ceilings an advance granted to a qualified medical 
practitioner for purchase of one motor vehicle may also be reckoned under 
the priority sector lendings. Advances granted for purchase of a motor 
vehicle to professional and self - employed persons other than qualified 
medical practitioners will, however, not be included under the priority sector. 
2.7.8 STATE SPONSORED ORGANISATIONS FOR 
SCHEDULED CASTES / SCHEDULED TRIBES 
Advances sanctioned to state sponsored organisations for Schedule 
Caste / Scheduled Tribes for the specific purpose of purchase and supply 
of inputs to and / or the marketing of the output of beneficiaries of these 
organisations. 
2.7.9 EDUCATION 
Educational loans should include only loans and avances granted to 
individuals for educational purposes and not those granted to institutions 
and will include all advances granted by banks and special schemes, if any, 
introduced for the purpose. 
2.7.10 HOUSING 
(a) Direct Finance 
(i) Loans upto Rs. 3 lakhs for construction of houses granted to all 
categories of borrowers except to own employees of the banks. 
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(ii) Loans upto Rs. 50,000/- for repaires to damaged houses granted to 
all categories of borrowers except to own employees of the banks. 
(b) Indirect Finance 
(i) Assistance given to any governmental agency or to a non -
governmental agency, approved by the National Housing Bank for 
provision of refinance for the purpose of constructing houses where 
the loan component does not exceed Rs. 3 lakh per housing unit. 
(ii) Assistance given to any governmental agency or to a non -
governmental agency, approved by National Housing Bank for 
provision of refinance for slum clearance and rehabilitation of slum 
dewellers where loan component does not exceed Rs. 3 lakh per 
housing unit. 
(iii) Subscription to bonds issued by NHB and HUDCO exclusively for 
financing of housing as defined under the priority sectors (i.e. for 
construction of houses where the loan component does not exceed 
Rs. 3 lakh per dwelling unit). 
2.7.11 CONSUMPTION LOANS 
Pure consumption loans granted under the consumption credit scheme 
should be included in this item." 
2.8 GUIDELINES TO BE FOLLOWED FOR ADVANCES TO 
THE PRIORITY SECTORS 
These guidelines relate to application farm, loan procedure, margin 
money, security norms, rates of interest and other charges to be levied, etc. 
and cover all categories of priority sector lendings. 
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2.8.1 ACRICUITIJF^E 
(A) The application forms as finalised by the working group (Baldev Singh 
Committee) on simplification of forms and lending procedures for 
loans to agriculture and allied activities should be adopted. Such forms 
should also be made available in regional languages and branches 
should be supplied willi adequate stock of these forms. 
(B) Advance planning should be done by the banks to collect and process 
applications. Disbursement of loans for certain purposes such as 
land reclamation, laying of irrigation, pipelines, farm houses, etc. should 
be restricted to non - monsoon / non cultivation periods so as to 
prevent any possible diversion / misutilisation of loans. 
(C) So far as term loans are concerned, banks should take steps to increase 
the share of advances for minor irrigation and land development 
purposes. 
(D) The scales of finance for crop loans should be those worked out by 
the Technical Committee for the various crops grown locally. The 
Technical Committee constituted for co-operatives for determining 
the scales of finances for crop loans should be elnarged, if not done 
so far, to include representatives of the lead bank of the district and 
one of the commercial banks having large no. of branches in the area. 
The scale of finance so determined should be uniformaly adopted 
76 
by all commercial banks and should be notified at their branches for 
the general information of the farming community. 
(E) The crop loans should generally be divided into cash and kind 
components. It should be ensured that the kind component is lifted in 
kind and necessary payment made directly by the bank. A list of 
approved dealers may be maintained for this purpose. 
(F) The unit cost for various purpose, the no. of units that constitute an 
economic, size, etc. have been indicated by the NABARD for various 
types of investment and where NABARD has not done so, the State 
Govts, may have indicated these parameters. These norms should be 
taken into account for working out the credit needs of the borrowers. 
(G) A branch should generally serve the population residing within the 
service area allotted to it. 
(H) For both short term and tenn loans the repayment schedule should 
coincide with the time when the cultivator has sold his produce and is 
in funds. The due date of loan should be fixed on the basis of this 
information. Efforts at recovery should commence in advance of the 
due dates. Reminders and notices should be sent one or two weeks 
before the due date to ensure timely payment. 
(I) The Branch Managers should be provided with detailed guidelines by 
the banks to facilitate sanction of loans for different purpose. 
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(a) where subsidy is not available 
Margin 
No Margin 
(J) M;irgin Money 
(1) Crop Loans 
(i) For crop loans to small and marginal 
fanners upto Rs. 10,000/- sanctioned 
according to the standard scale of finance 
approved by the Technical Committee, 
(ii) For crop loans and borrowers not 
covered under (i) 
(2) Term Loans 
(i) Upto the cost of economic unit (where 
applicable) or Rs. 10,000/- whichever is 
lower in each case and term loans 
aggregating not more than Rs. 10,000/-
(a) For small / marginal farmers, agricultural No Margin 
labourers and other specified categories of 
borrowers where subsidy is available under 
special agricultural development programme 
like fRDF, etc. 
(b) For borrowers mentioned under 
15% to 25% (depending 
upon purpose and quantam 
ofloan) 
5% (NABARD requirem-
ents may be borne in 
mind). 
(ii) 
(a) 
(b) 
For all term loans and borrowers 
not covered under (i) 
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15% to 25% (depending 
upon purpose and quantum 
of loan and subject to 
NABARD requirements. 
NOTES : (Both for 1 and 2 above) 
Subsidy 
Where subsidy is available, the same should be treated as margin and 
no further margin money should be stipulated. 
Economic Unit 
NABARD has identified a minimum economic unit in respect of certain 
activities such as purchase of milch cattle-2 animals, poultry - 50/100 
layers, pig breeding - 3 sowes. These are illustrative. No specific 
ceiling need be fixed as outlay on these activities may differ according 
to type of breed and availability of animals / birds depending also on 
seasonal / regional variations. Banks will have to make an allowance 
for these factors. 
(K) Security Norms 
Type of Credit Facility 
1. Crop Loan 
l^an Amount Security to be Furnished 
(i) Upto Rs. 1000 DPn /Loan agreement only 
(ii) Rs. 1001/- to 25,00/- Hypothecation of crops 
(ill) Over Rs.25,000/- (a) Hyjiothecation of crops 
(b) Mortgage of land* or 
Tlurd Party Guarantee. 
79 
2. 
(i) 
(ii) 
Investment loan 
Wliere moveable assets 
are created 
Wliere moveable assets 
ar not created (e.g. dug 
(i)Uptothecostof 
economic unit (wliere 
(applicable) or Rs. 
25,000/-wliichever 
is lower. 
(ii) Otliers(i.e. amounts 
over those under (i) 
above) 
Rs. 10,000/-and 
over 
Hypothecation of assets 
(a) Hypothecation of assets 
and 
(b) Mortgage of land* or 
third paity guarantee. 
Mortgage of land* 
(a) 
(b) 
(c) 
well, development on 
land etc.) 
mortgage of land at banks discretion. Where there are genuine 
difficulties in the creation of mortgage / charge on lands whereever 
required, banks could take third party guarantee or such other security 
as considered appropriate. 
Notes 
In cases where mortgage of land or third party guarantee has not 
been indicated as security, banks should not take such security. 
In the case of powre tillers, even where loan amount exceeds Rs. 
25,000.00 hypothecation, of the power tiller should normally 
suffice. 
In states where legislation on the lines suggested by the Talwar 
Committee has been passed, a simple declaration creating a charge 
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on the land offered as security will be sufficient. In such, cases, 
mortgage of land may not be necessary, 
(d) In the case of sericulture projects costing upto Rs. 20,000.00 being 
launched in various states funded / proposed to be funded by the 
World Bank, banks should not insist on mortgage of land / shed as 
security. 
(L) Interest due on Agricultural Advances 
(a) Payment of interest should be insisted upon only at the time of 
repayment of loan / instalments so fixed. 
(b) In case of direct agricultural advances, interest on current dues, i.e. 
crop loans and instalments not falling due in respect of term loans 
should not be compounded. 
(c) Interest should not be compounded on dues from PACS ceded to 
commercial banks. Penal interest on the principal amount in default 
may be charged to the ceded societies from the date of default at the 
same rates as charged by the District Central Co-op. Banks in the 
area. 
(d) When crop loans or instalments under terms loans become overdue, 
banks can add interest outstanding to the principal and compound 
the interest. However, total interest debited to an account should not 
exceed the principal amount in respect of short term advances to 
small and marginal farmers. 
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2.8.2 SMALL SCALE INDUSTRIES 
(A) Pursuant to the recommendation of the Committee on SSIs under the 
Chairmanship of Shri PR. Nayak and taking into account the 
subsequent developments including the simplified system of lending 
to the SSI units upto the credit limit of Rs. 1 cr. (c.f. lECD No. 
19/08. 13.09/ 93-94 dated 28.10.93) the loan application fonns have 
been revised. 
The forms have been divided into the following categories : 
(i) For total advances upto Rs. 2 lakh (including composite loans), 
(ii) Total assistance above Rs. 2 lakh and upto Rs. 15 lakh, 
(iii) Total assistance above Rs. 15 lakh and upto Rs. 1 cr. 
(iv) Total assistance above Rs. 1 cr. 
The specimen 'A' for assistance upto Rs. 2 lakh is a simple four page 
form to be filled in by the borrowers who constitute nearly 90% of all 
SSI borrowers. 
(B) The terms and conditions regarding margin and security should be 
printed on the reverse of the application form itself. 
(C) Margin Money 
Type of Borrowers Amount of Credit Limit Margin to be maintained 
Artisans, village and cottage Composite loan upto 
industries. Rs. 25,000/- { Nil 
Other Small Scale Induslncs. Credit limit upto and inclusive 
of Rs. 25,000.00 
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Artisans, village and cottage Composite loan over Rs. ] 15% to 25% (depending upon 
industiies 25,000.00 and iiptoRs. | tlie puipose and quantum of 
50,000 > loan) 
Otlier Small Scale industries. Credit limits over 
Rs. 25,000.00 
(D) Where subsidy / margin money assistance is available from Govt, 
and / or other agencies and is not less than 15% of total requirements, 
it should serve as margin. Where lower margins (i.e. less than 15%) 
are prescribed by banks in respect of special schemes for technocrats, 
etc. these may be continued. 
(E) Margin money may be permitted to be introduced in stages, as and 
when required, and it should not be insisted that such margin money 
should be brought in at the beginning of the loan operations. 
(F) Security Norms 
Type of Borrowers Loan/Credit Limit Security to be furnished 
(a) Attisans, village and Composite loan upto Pledge/Hypothecation/ 
cottage industries Rs. 25,000.00 mortgage of assets created 
out of the loans. 
(b) 
(c) 
(d) 
Other small scale 
industries 
Aitisans village and 
cottage industries 
Limits upto and Collateral seciuity/tliird party 
inclusive ofRs. 25,000/- guarantee should not be taken. 
Composite loans over ^ As determined by the bank 
Rs. 25,000/- and upto | on the merits of each case. 
Rs. 50,000/-
0th er Small Scale hidustries Credit Limits over 
Rs. 25,000/-
- do ~ 
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(G) In respect of advances over Rs. 25,000/- collateral security by way 
of immovable properties or third party guarantee may be asked for 
only in cases where primary security is inadequate or for other valid 
reasons and not as a matter of routine. Proposals otherwise viable 
should also not be turned down merely for want of such collateral 
security or third party guarantee. 
(H) Wherever feasible, equitable mortgage instead of registered mortgage 
should be taken in the interest of simplicity and to save stamp duty. 
(I) As per present RBI guidelines 'Pari Passu' charge on the fixed assets 
is required to be given by the financial institution (Including SFCs) to 
banks for a part of their outstandings from sick units (including those 
in the SSI sector) representing the principal irregular dues termed as 
"Working Capital Term Loan" (WCTL). In respect of all other financial 
assistance provided by the banks, they will get a second charge on 
the fixed assets. 
(J) Artisans, village and cottage industry will be defined as "Artisans 
(irrespective of location) or small industries activities (viz. 
manufacturing, processing, preservation and servicing) in villages and 
small towns with a population not exceeding 50,000 involving utilisation 
of locally available natural resources and / or human skills (where 
individual credit requirements do not exceed Rs. 50,000/-). 
(K) An acknowledgement with date of receipt for all loan applications 
received from SSI applicants should be issued. After the receipt of 
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the application, a definite date may be indicated to the apphcant for 
discussion, clarifications, etc., if considered necessary. The banks 
decision regarding credit assistance should be communicated to the 
applicant within the prescribed period from the date of receipt of the 
application. \h)r monitoring the timely disposal of cases, banks should 
introduce an appropriate system. 
(L) Banks should sanction the full working capital limits determined on 
the basis of 'need' related to the rated capacity of the unit, at the 
commencement itself by adding a contingency provision of say 10% 
to take care of unforcing circumstances due to operational bottlenecks, 
etc. The branches should be flexible and realistic in permitting 
operations on the limits sanctioned. Requests for increase in limits 
should be considered expenditiously and decision taken promptly 
and in any case within six weeks. 
(M) The guidelines issued by Reserve Bank of India regarding Joint / 
Simultaneous appraisal of projects by commercial banks and State 
Financial Corporations, or acceptance of the SFC's appraisal by the 
commercial banks wherever joint appraisal has not been possible, 
may be followed. The guidelines also require that working capital 
assistance should be sanctioned by banks at least 4 months before a 
unit goes on stream. Banks are required to formulate effective 
monitoring system for ensuring that projects approved by State Level 
Financial Institutions are sanctioned the needed working capital finance 
well in time. 
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(N) (a) Rejection of applications for fresh limits / enhancement of existing 
limits should not be done without the approval of the next higher 
authority. 
(b) Sanction of reduced limits should be reported to the next higher 
authority immediately with full details for review and confirmation. 
2.8.3 OTHER BORROWERS IN THE PRIORITY SECTOR 
(A) The other borrowers in the priority sectors -
(a) Small road and water transport operators. 
(b) Retail traders 
(c) Small business operators. 
(d) Professional and self employed persons. 
(e) State sponsored organisations for scheduled castes / scheduled 
tribes. 
(f) Students for educational purposes. 
(g) Housing 
(h) Borrowers belonging to weaker sections taking pure 
consumpton loans. 
(B) The application and interview - cum - appraisal forms as finalised by 
the Banker's Group appointed by the IBA should be 
adopted. The Banker's Group has not evolved seperate 
forms for housing finance and consumption loans. While the 
application forms for small business devised by the 
Bankers' Group may be used for housing finance and consumption 
86 
loans, all the details as given in the interview - cum - appraisal fomis 
for small business may not be necessary for these categories of 
advances. Branches should be supplied with adequate stocks of 
application forms and such forms should be made available in the 
regional languages with terms and conditions relating to margin and 
security printed on their reverse. 
(C) The purpose and ceilings per family in respect of consumption loans 
are as follows: 
(i) General Consumption 150.00 
(ii) Medical Expenses 500.00 
(iii) Educational Needs 200.00 
(iv) Marriage Ceremonies 500.00 
(v) Funerals, births, etc. 150.00 
(vi) Certain religious ceremonies 150.00 
The aggregate finance for two or more purposes should not exceed 
Rs. 1000/- per family per year. 
However, purpose-wise ceiling will not apply in the case of loans 
against the security of gold and silver ornaments. In such cases, a 
ceiling of Rs. 2,000/- per family may be stipulated. The banks may 
extend for general consumption loan upto Rs. 250/- to be released in 
suitable instalments in areas affected by natural calamity after proper 
assessment of individual cases. The limits for general consumption 
purposes may be raised to Rs. 1000/- in the states where the state 
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government have constituted risk funds for such lendings by 
commercial banks. 
(D) Margin Money 
(a) General Margin 
(i) Credit limit upto and inclusive No Margin 
of Rs. 25,000.00 
(ii) Credit limit exceeding Rs. 25,000/- 15 to 25% depending upon 
the puipose and amount of 
loan. 
Where subsidy / margin money is available and is not less than 15% 
of loan amount, no further margin should be stipulated. 
(b) Housing Loans 
Amount of Loan Margin as percentage of 
estimated cost (including cost 
ofland) 
(i) Upto Rs. 20,000/- 20 
(ii) Above Rs. 20,000/- and upto Rs. 50,000/- 25 
(iii) Above Rs. 50,000/-and upto Rs. 1,00,000/- 30 
(iv) Above Rs. 1,00,000/- 35 
(E) Security Norms 
(a) General Norms Secuiity required 
(i) Credit limit upto and inclusive Pledge/liypotliecation/mortgage of 
of Rs. 25,000/- assets created out of loan. 
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(ii) Credit limit in excess of 
Rs. 25,000/-
(b) Housing Loaii 
(c) Consumption Loan 
As determined by the banks on the merits of 
each case. 
Mortgage of properties or Government guarantee. 
Where neither is feasible, banks can accept at their 
discretion security of adequate value in the form 
oflife insurance policies, Govemment promissoiy 
notes, shares and debentures, gold ornaments or 
such other security as deemed appropriate. 
Guarantee of one or more individuals or gioup of 
persons. 
(F) Banks should not ask for collateral security / third party guarantee for 
loans upto and inclusive of Rs. 25,000.00. For loans in excess of Rs. 
25,000.00, collateral security by way of immovable properties or third 
party guarantee may be asked for only in cases where primary security 
is inadequate or for other valid reasons and not as matter of routine. 
Proposals otherwise viable should not be turned down merely for 
want of such collateral security or third party guarantee. 
(G) Wherever feasible, equitable mortgage instead of registered mortgage 
should be taken to save stamp duty. 
(H) In respect of advances granted on clean basis for education, guarantee 
/ collateral security may be taken based on the mertis of each case. 
(I) SIDBI's stipulations relating to margin etc. in regard to refinance for 
loans to transport operators and others should be observed. 
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2.8.4 CREDIT LINKED 
(A) 
(i) 
(ii) 
(iii) 
(iv) 
(v) 
(vi) 
(B) 
(i) 
PROGRAMMES 
Margin Money 
Scheme 
Integiated Rural Development : 
Piogramme(IRDP) 
Piime Ministei^ s Rozgar Yojana: 
(PMRY) 
Scheme of Urban Micro 
Enterprises (SUME) 
Scheme of Liberation and 
Rehabilitation of Scavengers 
(SLRS) 
Prime Minister's Integrated 
Urban Poverty Eradication 
Programme (PMIUPEP) 
Diflferential Rate of Interest 
(DRI) Scheme 
Security Norms 
Scheme 
IRDP 
GOVERNMENT SPONSORED 
Margin 
No Margin for loans upto Rs. 25000/- Suitable 
margin at the discretion of bank for loans above 
Rs. 25000/-
5% oftlie project cost. 
No Margin 
15% of the project cost as margin money loan 
assistance to be provided by Scheduled Castes 
Development Coiporations will serve as margin. 
5% of the project cost. 
No margin 
Security 
Upto loan amount ofRs. 25,000/-, hypotliecation/ 
pledge of assets created out of bank loan for all 
activities midr IRDP. For loan amounts between 
Rs.25,000/- and Rs. 50,000/-, m addition to the 
pledge/liypothecation of assets created out ofbank 
loan, obtention of mortgage ofland/margin etc. to 
be considered by banks without however asking 
for any collateral security Wliere tliere are genuine 
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(ii) PMRY 
(iii) SUME 
(iv) SLRS 
(v) PMIUPEP 
(vi) DRI 
difiiculties in moitgage of land, banks may take 
third party guarantee. For loan amount above 
Rs. 50,000/-, banks may examine in detail before 
suitable security is obtained. 
Assets created out of loan and subsidy. No 
collateral security or tliird party guarantee. 
Assets created out of loan and subsidy. No 
collateral security or tliird party guarantee. 
Assets created out of tlie loan / subsidy. (Tlie State 
Scheduled Castes Development Corporation will 
have second charge /pari passu charge over die 
assets to cover their margin money loan 
assistance). No collateral security or tlurd party 
guarantee. 
Assets created out of loan and subsidy. No 
collateral security or third party guarantee. 
Assets created out of loan amount.'^ 
Chapter second discussed about the role of institutional finance for 
the priority sector, the Pre nationalisation period : crucial sector neglected, 
priority sector lending during 1969-91, Banking Reform and pirority sector 
lending, widening the scope of priority sector lending, Division from direct 
priority sector lending, Guidelines to be followed for advances to the prirority 
sector. In the next chapter, we will discuss about the State Bank of India, 
reasons of establishment of (he Slate Bank of India, its constitution, business 
of the Bank etc. 
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Chapter - 3 
THE STATE BANK OF INDIA 
The most important commercial bank in British period was the Imperial 
Bank of India which was established by amalgamation by three presydency 
Bank, Bank of Bombay, Bank of Madras and Bank of Calcutta. This bank 
was a shareholder bank and it was performing the duties as commercial 
banks as well as on behalf of the Central bank of the country the role of 
Imperial Bank of India was very much limited and its branches were available 
only in big cities. There was not a single branch of this bank in any rural area 
of the country on the other hand this bank always neglected in poor masses 
of the country. It was helpful only for big businessman and traders, therefore 
after independence. It was decided that this bank should be converted into 
commercial bank which may be helpful for all classes of the people of the 
country. The most important step in this regard taken in 1955 by establishing 
SBI in place of Imperial Bank of India. 
It was significant that the State Bank of India came into being on the 
eve of the launching of the Second Five Year plan which was a water - shed 
in our national endeavour to build up a self - generating economy. 
It was the second plan that imparted a measure of momentum to our 
industrial revolution. No programme of industrialization would have a 
worthwhile impact on the standard of living of a large section of population 
if it is confined to a few big business houses or to urban areas only. In order 
to quicken the tempo of economic development it is imperative that savings 
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are mobilised in remote areas and a substantial part of these savings diverted 
to strengthen the weaker segments of the economy. So one of the important 
step to ensure this is to take banking to unbanked regions. Incidently, banking 
can also be a dynamic instrument of forgoing economic unity of the country. 
The question before the country was whether banks can actively assist 
in the fulfilment of social objectives of our economic planning without 
sacrificing their business character. This was a quaestion to which more 
exhortations would not have provided a satisfying answer. It was necessary 
to show how to perform such a task. There was a need of banking institution 
which might function as a pacesetter to other banks in this regard. 
There was Imperial Bank of India on the scene. It had done useful 
work in extending modem banking to various parts of the country. But in 
the changed circumstances the Imperial Bank could not keep pace. For 
instance, even though it had agreed to open 114 branches during five year 
period ending June 1956 it could open only 63 Branches by June 1955. It is 
in this context that the Committee of Direction of the All - India Rural Credit 
Survey recommended the creation of "one strong integrated, state - sponsored, 
state partnered commercial banking institution". It was in a way, quite 
appropriate that the Imperial Bank was converted into State Bank of India 
for diverse public purposes and for providing a lead and assistance to other 
commercial banks. It was (he leading bank of the country. It also did 
Government business. The Imperial Bank, after establishment, could be an 
effective means for broadening the base of our banking Industry.' 
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3.1 CONDITIONS BEFORE THE ESTABIJSHMENT OF THE 
STATE BANK OF INDIA 
The Imperial Bank of India came into existence on 27th Jan. 1921 
under a Special Act of the Legislative Assembly called "The Imperial Bank 
of India Act of 1920". Since the formation of the Reserve Bank of India 
under the Reserve Bank of India Act of 1934, the Imperial Bank of India 
Act had to be amended in various particulars in the year 1934. The original 
act of 1920 was passed with a view to bring about the fusion of the three 
presidency Banks of Bombay, Bengal and Madras. The objective was to 
fuse these into one Central Institution for India around which all the joint 
stock and other banks should cluster. In the olden days each presidency 
had its separate Central Banking Institution as India had not sufficiently 
developed in Inter Provincial trad and Inter-Provincial Finance, due to the 
means of communication and transport being not as advanced as they had 
become at the date of passing of the Imperial Bank of India Act. By the year 
1920 the country had sufficiently advanced to claim that one large bank for 
all India (Instead of one in each of the Presidencies) should be established 
having branches all over the country and with principal offices at the three 
important centres of Bombay, Calcutta and Madras. The best method of 
bringing about such as institution was naturally the amalgamation of the 
three principal banks. This amalgamation had one other objective viz., the 
prevention of the amalgamated banking units of England from opening 
branches in this country and obtaining a footing which would b a menace to 
Indian Banking. 
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India has been long burdened with a large number of outside banks, 
commanding a virtual monopoly of the exchange business, as well as 
controlling a large proportion of the deposit business of the country. As 
these banks had their head offices and board of directors located outside 
the country. It was increasingly felt that a powerful Indian Bank under 
predominantly Indian Directors, with capital held by Indian shareholders, 
run in a large measure by Indian officers, was a necessity. This aspiration 
was sought to be answered by the amalgamation of the three presidency 
banks into gigantic unit in the year 1920 in the form of the Imperial Bank of 
India, controlling Indian Commercial Banking business all over the country 
through the help of a large number of branches at all important centres. 
Although at the time the constitution was drafted on the footing of a 
joint slock bank, the objective was that the bank should occupy the important 
position of the banker of the Govt, of India and control as such the rates of 
interest on the money market. This function the old Imperial Bank performed 
to great satisfaction, but owing to the fact that it had not the control of the 
issue of currency and various other factors, it could not function satisfactorily 
as a Central Banking Institution as it is expected to function under modem 
conditions. Thus when the Reserve Bank of India Act was passed with a 
view to provide for India a Central Bank in the real sense of the term, the 
Imperial Bank of India had to be amended in various particulars in the year 
1934, the main object of the amendment being to remove certain restrictions 
which had to be hitherto imposed as the bank had the monopoly of acting 
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as the Banker of the Govt, and handle the state money and public accounts. 
All these functions were transferred to the Reserve Bank on its inauguration, 
naturally many of those rcslrictions had to be removed, (hough it could not 
be placed on the same footing as an ordinary joint stock bank happens to 
be, because under the new arrangement, though the Imperial Bank ceased to 
be the Banker of the Government of India, it had been by a special agreement 
between it and Reserve Bank of India, appointed as the sole agent of the 
latter bank at all places in India where the Imperial Bank had branches at the 
commencement of the Reserve Bank of India Act and where no branch of 
the Banking Department of the Reserve Bank happened to be located 
(Reference to sections given in this chapter relate to sections of the State 
Bank of India Act 1955, as amended upto date). 
3.2 GOVERNMENT AND THE IMPERIAL BANK - THE ISSUE 
OF ESTABLISHMENT 
The establishment of the Reserve Bank of India in 1935, resulted in 
the Imperial Bank ceasing to be bankers to the govt. Accordingly important 
amendments were made to the constitution of the Imperial Bank to convert 
it into a normal commercial bank. Pursuant to these changes the Imperial 
Bank was allowed to deal freely in foreign exchange and to undertake Executer 
and Trustee Business, etc. The policy of the Govt, of India was to put the 
Imperial Bank on a par with other commercial banks, except for the privilege 
of acting as agent of the Reserve Bank where the latter had no branches. 
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This way also indicated by the abrogation of the right of the Government to 
appoint Managing Governors of the Bank and of the power of the Govt, to 
issue instructions to the Bank in respect of matters affecting Government's 
financial policy. 
In Feb. 1948, the Finance Minister Mr. Shanmukham Chetty made 
the first reference in Parliament to the possibility of nationalisation of Imperial 
Bank of India. However the issue was shelved for some time and in 1950 
both Dr. Matthai and Sir Chintaman Deshmukh showed hesitation, as finance 
ministers, in taking any hasty measures either to nationalise the Bank 
completely or to secure effective control. 
The Government of India ultimately decided to take over effective 
control over the Imperial Bank from July 1, 1955. The Govt.'s decision 
originated from the Report of the Committee of Direction of the All India 
Rural Credit Survey appointed by Reserve Bank. This report, inter-alia 
recommended the formation of a State Bank of India by merging the Imperial 
bank with the other commercial banks hitherto associated with native states 
such as the Banks of Baroda, Travancore, Jaipur, Mysore, Hyderabad, 
Bikaner, etc. The report did not recommend elimination of the private 
shareholder but suggested the entry of the Government into the new State 
Bank with fresh capital, as the majority shareholder. 
3.3 BANI^ 'S CONSTITUTION 
The State Bank of India Act, 1955 was passed by parliament and 
came into force from July 1, 1955. This Act was passed "for the extension 
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of banking facilities on a large scale, more particularly in the rural and semi-
urban areas". The undertaking business and staff of the Imperial Bank of 
India were transferred to the State Bank of India constituted by this Act. 
The Authorised Capital of this Bank was Rs. 20 Cr. divided into 20 lakhs of 
fully paid up shares of Rs. 100 each. The issued capital was Rs. 5,62,50,000 
divided into 5,62,500 shares all of which stand allotted to the Reserve Bank. 
The shares of the Imperial Bank were transferred under the Act of the Reserve 
Bank which paid to every old share holder at the rate of Rs. 1,765-10-0 Per 
fully paid up share and Rs. 431-12-4 per partly paid up share. All arrears of 
dividend, if any, were to be paid to the old shareholders concerned by the 
State Bank. This compensation was payable in Central Government 
Securities and the amount in excess of the nearest lower multiple by cheque 
drawn on Reserve Bank. The old shareholder could however require payment 
by cheque upto the first Rs. 10,000. An old shareholder could, within three 
months, apply for shares in the State Bank in lieu of compensation and the 
Reserve Bank decided whether and at what valuation such transfer was to 
be effected. The Act further provided that at no time should the Reserve 
Bank hold less than 55% of the issued capital of the State Bank (Section 10) 
and that no other share holder shall hold more than 200 shares nor exercise 
voting rights in respect of any shares in excess of 1 % of the issued capital 
whether in his own name or jointly with any other person (Section 11). 
Except for these restrictions, the shares of the State Bank were freely 
transferable [Section 9(2)]. 
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3.4 TRANSFER OF IMPERIAL BANK & ESTABLISHMENT OF 
BRANCHES 
The whole undertaking, business, liabilities, assets, etc., of the Imperial 
Bank were taken over by the State Bank. In addition to such branches taken 
over, the State Bank was required within 5 years to establish not less than 
400 branches. 
3.5 OFFICES 
The Central office of the State Bank is at Bombay. The other local 
head offices are in Calcutta, New Delhi, Madras, Kanpur and Ahmedabad. 
All the previous branches and agencies of the Imperial Bank became the 
branches or agencies of the State Bank. As on Dec. 31, 1963, the Bank had 
1,076 offices comprising 4 Local Head Offices, the office in London, 5, 
offices in Pakistan, 1 Office in Ceylon and 733 branches and 332 sub-
offices in India. Since then the growth of State Bank of India has been at a 
remarkably faster rate. As at the end of 1969 the Bank had 1,673 offices 
comprising of seven Local Head Offices, three Regional Manager's offices, 
1,252 branches and 401 sub-offices in India and 8 branches (5 in Pakistan 
under custodian) and 2 Representative offices abroad. As on March 31, 
1970 the number of offices had further risen to 1,710. 
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3.6 BOARDS OF MANAGEMENT 
The control of the Bank is vested in two Board of management, 
namely, (1) The Central Board of Directors and (2) The Local Board. The 
General Superintendence and direction of the affairs and business of the 
State Bank is entrusted to the Central Board of Directors which may exercise 
all powers and do all such acts and things as may be exercised or done by 
the State Bank and are not expressly directed or required by this Act to be 
done by the Bank in general meeting. In discharging its functions the Central 
Board must out an business principles, regard being had to Public interest 
(Section 17) and must be guided by the direction (in matters of policy 
involving public interest) of the Central Govt, given through the Reserve 
Bank (Section 18), The guidance relates to a subsidiary bank also. 
The Central Board consists of (a) a chairman and a vice chairman 
appointed by the Central Govt, (b) not more than 2 managing directors, if 
any, appointed by the Central Board with the approval of the Central Govt, 
(c) 6 directors elected by Shareholders other than the Reserve Bank, (d) 8 
directors nominated by the Central Govt, in consultation with the Reserve 
Bank, (e) One director nominated by the Central Govt, and (f) One director 
nominated by the Reserve Bank. All the first directors are however to be 
appointed by the Central Govt, and would retire at the end of two years 
except (a) and (b) above Section (19). The Local Board established at a 
local head office of the Bank consists of directors as in (c) and (d) above 
residing in that locality plus not more than four others elected by the 
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shareholders entered in that particular branch registered or nominated by 
the Central Govt, in consultation with the Reserve Bank. A local committee 
for any area may also be constituted by the Central Board. The Chairman 
ex-officio is a member of every local board and local committee. The powers 
to be exercised by these Local Boards and committees are those assigned 
by the Central Board (Section 21). 
3.7 BUSINESS OF THE BANT<: 
The State Bank acts as agent of the Reserve Bank at all places where 
it has a branch or where there is a branch of a subsidiary bank, and where 
there is no branch of the banking department of the Reserve Bank for : 
(a) Paying, receiving, collecting and remitting money, bullion and securities 
on behalf of any Government in India; and 
(b) Undertaking and transacting any other business which the Reserve 
Bank may from time to time enturst for it [Section 32(i)]. 
The State Bank may also carry on and transact the following kinds of 
business -
(i) The advancing and lending of money and the opening of cash credits 
upon the security of trust securities goods, documents of title etc; 
(ii) The selling and realisation of any promissory notes, debentures goods 
etc. pledged, hypothecated, etc. to the State Bank as security for the 
advance; 
(iii) The drawing, accepting, discounting, buying and selling of bills of 
exchange and other negotiable securities; 
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(iv) The investing of the funds of the State Bank in securities authorised 
by the Act; 
(v) The keeping or maintenance of deposits or cash accounts with any 
banking institution; 
(vi) The issuing of demand drafts, telegraphic transfers and other kinds 
of remittances and letters of credit; 
(vii) The buying and selling of gold and silver, whether coined or uncoined; 
(viii) The receiving of deposits and keeping cash accounts on such ternis 
as may be agreed upon; 
(ix) The receiving of all kinds of bonds, scrips, title deeds or valuable on 
deposit for safe custody or otherwise on such terms as may be agreed 
upon ; 
(x) The selling and realising of all property, movable or immovable coming 
into its possession; 
(xi) The acting as agent of any co-operative bank duly registered; 
(xii) The acting as agent of Central or State Governments or Co-operations 
regarding any scheme for financing the construction of dwelling house; 
(xiii) The underwriting of the issues of authorised stocks, shares, debentures 
and other securities; 
(xiv) The administration of estates as executor, trustee or otherwise or as 
liquidator of any banking institution or acting as agent on commission 
in the transaction of the following kinds of business -
(a) The buying, selling, transferring and taking charge of any 
securities or any shares in any public company; 
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(b) The receiving of the proceeds (whether principal, interest or 
dividends) of any securities or shares; 
(c) The remittance of such proceeds by bills of exchange, payable 
either in India or elsewhere; 
(xv) The drawing of bills of exchange and the granting of letters of credit 
payable out of India; 
(xvi) The buying of bills of exchange payable out of India at any usance 
not exceeding fifteen months in the case of bills relating to the financing 
of seasonal agricultural operations or six months in other cases; 
(xvii) The borrowing of money for the purposes of the business of the 
State Bank, and the giving of security for money so borrowed by 
pledging assets or otherwise; 
(xviii) The advancing and lending of money to courts of wards; 
(xix) With the approval of the Reserve Bank, the subscribing to purchasing 
and selling of shares of any banking institutions; 
(xx) Acquiring the business of other banks as provided in section 35; 
(xxi) Doing of things which are incidental or subsidiary to the transacting 
of the various kinds of business; 
3.8 BUSINESS PROHIBITED 
The State Bank is not permitted to make a loan or advance -
(a) for a longer period than twelve months except as otherwise provided 
in this Act, or 
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(b) upon the security of stock or shares of the State Bank, or 
(c) upon the security of any immovable property or the documents of 
the title relating thereto, except to the extent necessary for any of the 
purposes of this Act. 
Except in case of certain authorised securities, the State Bank is not 
permitted to discount bills for or lend to any individual or firm exceeding a 
prescribed amount. In case of discounting or buying or advancing or opening 
cash credits on the securities of any negotiable instrument, such instrument 
must carry on its the several responsibilities of at least two persons or firms 
unconnected with each other in general partnership. Besides (except in case 
of trust securities) at the date of the proposed transaction the negotiable 
security must not be for a period longer than 15 months where it is for the 
purpose of financing agricultiiral operations and six months in other cases. 
The State Bank may however allow a person who keeps an account with it 
to overdraw such account without security to such extent as may be 
prescribed. Except as provided in Section 33, The State Bank is not permitted 
to own or acquire any interest in immovable property except for the purpose 
of providing buildings or other accommodation to carry on its business or 
for providing residence for its officers and other employees. Consequent to 
the passing of the Banking Laws Amendment 15 million Lebanese Pounds, 
again for shipping, thus achieving a unique distinction of being the first one 
to arrange a loan of this kind in Beirut. The Bank's efforts in this respect 
received wide acclaim and extensive publicity and created further goodwill 
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for the country all over the Middle Rast. With a view to supplementing the 
resources and business of the London Office, it is proposed to open an 
additional office in London in the West End area. 
3.9 SUBSIDIARIES OF THE STATE BANK 
The State Bank of India (Subsidiary Banks) Acts 1959 was passed 
on September 10, 1959 to provide for formation of certain government or 
government associated banks as subsidiaries of the State Bank of India and 
provided for the constitution, management and control of such subsidiary 
banks. The Act provided for the constitution of the following banks namely-
1. The State Bank of Bikaner 
2. The State Bank of Indore 
3. The State Bank of Jaipur 
4. The State Bank of Mysore 
5. The State Bank of Patiala, and 
6. The State Bank of Travancore 
There were certain changes and at present the following are the seven 
subsidiary banks of the State Bank namely -
1. The State Bank of Bikaner & Jaipur 
2. The State Bank of Hyderabad 
3. The State Bank of Indore 
4. The State Bank of Mysore 
5. The State Bank of Patiala 
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6. The State Bank of Saurashtra, and 
7. The State Bank of Travancore^ 
It is quite obvious and understable that banks open branches in these 
areas where it is profitable to operate but State Bank was expected to think 
in terms of the needs of the national economy also. At the time of its 
establishment the State Bank had 477 offices. 
In 1965, it had 1,215 offices out of which nearly 600 were located in 
small town and hitherto unbanked areas. Taking into consideration the 
branches opened by its subsidiaries the State Bank had till 1965 a network 
of nearly 11,850 olficcs. In the first decade of its existence this public sector 
banking institution, along with its subsidiaries, opened more than 1,000 offices 
- on an average 100 offices a year. This is a pace which will be recorded 
with a sense of pride in the economic history of India. This pace of branch 
expansion had also its impact on deposit mobilisation and on advances 
granted by State Bank of India.^  
At the time of bank nationalization (i.e. July 1969) there were 8262 
branches of various commercial banks (1860 in rural areas and remaining 
6402 branches in urban areas). In other words, in 1969 only 23% of total 
bank branches were working in rural areas. But on June 30, 1999, total 
number of bank branches was increased to 64972. Presently, 50.5% of total 
branches are working in rural areas. There is one bank branch working for 
15,000 population while there was one branch for 64000 population in 1969. 
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State Bank of India is the largest public sector bank in the country. 
On March 1999, 13290 branches of SBI and associates were working in the 
country. SBI group also includes 7 associate banks. The share capital of 
these associate banks has been reserved with SBI. SBI Group (i.e. SBI and 
its 7 Associate Banks) has about 26.2% Share in total banking business in 
the country. The deposits of all schedule commercial banks amounted to 
Rs. 4646 crore in June 1969 which went upto Rs. 701871 crore on March 
31, 1999. Similarly, the total credit of public sector banks went upto Rs. 
389460 crore at the end of March 1999 which was Rs. 3599 crore in June 
1969. On July 31,1998, All India credit deposit ratio was 51.0%, SBI ensured 
the highest credit deposit ratio at 65.7%. 
Out of 27 public sector banks, 25 banks earned net profit during 
1998-99 while during 1995-96 only 19 banks had earned net profit. During 
1998-99 only 2 public sector banks incurred losses - Indian Bank and United 
Commercial Banks. State Bank Group (SBI & 7 Associate Banks) earned 
the net profit of Rs. 1465.6 crore during 1998-99 (while during 1997-98 it 
was Rs. 2411.5 crore). SBI alone earned at net profit of Rs. 1027% crore 
during 1998-99. 
Scheduled Banks are those banks which have been included in the 
Schedule (Second) of Reserve Bank Act, 1934. The Banks included in this 
schedule list should fulfill two conditions. 
1 The paid up capital and collected funds of bank should not be less 
than Rs. 5 lakhs. 
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2. Any activity of the bank will not adversely effect the interest of 
depositors. 
Every scheduled hank enjoys following facilities -
1. Such bank becomes eligible for obtaining debts / loans on bank rate 
from RBI. 
2. Such bank automatically acquires the membership of clearing house. 
3. Such bank also get the facility of rediscant of first class exchange 
bills from RBI. This facility is provided by RBI only if the scheduled 
bank deposits an average daily cash fund with RBI which is decided 
by RBI itself and presents the recurring statements under the provisions 
of RBI Act, 1934 and Banking Regulation Act, 1949. 
The Banks which are not included in the list of scheduled banks are 
called non scheduled banks. The number of non-scheduled banks is 
continuously declining. Such non-scheduled banks also have to follow CRR 
conditions. But such Banks can have these funds with themselves as no 
compulsion has been made on non-scheduled banks to deposit CRR funds 
with RBI. These non-scheduled banks are not eligible for having loans from 
RBI for meeting their day-to-day general activities but under emergency 
conditions these banks can be granted loans by RBI." 
The picture of Indian Banking before the establishment of the State 
Bank of India was rather mixed. There were some regions which had a fairiy 
well developed banking structure but at the same time there were others 
where banking development had been neglected. Further, bank offices were 
109 
concentrated in the metropolitan cities while in the rural areas, they hardly 
existed. In such a situation, it was felt necessary to expedite the spread of 
commercial banks branch network to areas where banking services were 
woefully inadequate and thus lay a foundation on which the superstructure 
of institutional credit could be erected. 
The State Bank of India was thus envisaged as an all India banking 
institution which would provide at least the minimum banking facilities in all 
parts of the country. The Bank's branch expansion activity is to be viewed 
in two perspectives. Firstly, it spearheaded the development of commercial 
banking in the backward and under developed regions of the country and 
secondly it constituted the first systematic and planned effort to spread 
banking in the rural areas. The network of the branches of the Bank and its 
Subsidiaries constituted as it were, the scaffolding to support the spread of 
banking - both co-operative as well as commercial - in the wholly country. 
These branches are, in fact, providing remittance facilities and several other 
facilities on a large scale to other banking institution to facilitate their growth. 
In the first stage of branch expansion, the State Bank of India and its 
subsidiaries took banking to the level of sub divisional and taluka head 
quarters, by converting the non-banking treasuries and sub-treasuries into 
banking treasuries. These centres in many instances also happen to be the 
mandi centres, serving the neighbouring villages with marketing, processing 
and storage facilities and freouented by the villagers from the surrounding 
villages. The establishment of the State Bank branches at these. It was 
no 
thoiiglil, would complete the provision of the niinimiim infrastructure or 
economic development at these 'nerve centres' of the rural areas. The Bank's 
branches were expected to stimulate the growth of commercial banking and 
actively assist the integrated development of the co-operative sector. With 
this end in view, the State Bank of India has been operating special schemes 
to assist co-operative credit, marketing and processing societies. In the 
scheme of rural banking envisaged by the All India Rural Credit Survey 
Committee which recommended the establishment of the State Bank of 
India, co-operative institution were to be the principal agency for provision 
of rural credit. 
With the advent of the Green revolution, which threw up the possibilities 
of a real break through in agriculture production, the whole perspective of 
rural banking has undergone a change. The demand for modem inputs is 
rising and the need for credit facilities for the purchase of these inputs is 
rising and the need for credit facilities for the purchase of these inputs has 
became more intense. Consequently, it has become necessary to have a 
fresh look at the strategy of rural credit. Provision of institutional credit can 
no longer be left entirely to the co-operative movement, weaknesses in which 
can obviously not be allowed to hold back agricultural development. 
Commercial banks, it is felt, should step in and augment the supply of credit 
for agriculture and other rural occupation. This had necessitated large scale 
expansion of their network in the rural areas. 
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In this programme of spreading commercial banking to rural India, 
the large public sector banks have been given a pivotal role. Each of these 
banks had been allotcd district in which they arc expected to play a lead 
role. The 'Lead Bank' scheme,^  with the Introduction of the Lead Bank 
Scheme in 1969, Commercial Banks in India entered the new field of area 
planning. The lead banks are charged with the responsibility of providing 
leadership in initiating quickening the process of development of the districts 
allotted to them. The Scheme covers almost the entire banking system and 
extends over the whole country except a few metropolitan towns.* 
The Reserve Bank had spelt out in some detail the function of Lead 
Bank in the allotted district, which are as under: 
(a) Surveying the resources and potential for banking development in it 
district; 
(b) Surveying the number of Industrial and commercial units and other 
establishments and farms which do not have banking accounts or 
dipend mainly on money lenders and increasing their owned resources 
through the creation of surpluses from additional production financed 
from the banking system; 
(c) Examining the facilities for the marketing of agricultural procedure 
and industrial production, storage and ware housing space, and the 
linking of credit with marketing; 
(d) Surveying the facilities for the stocking of fertilizers and other 
agricultural inputs and the repairing and servicing of equipment; 
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(e) Recruitment and training of staff, for offering advice to small borrowers 
and farmers in the priority sectors which may be covered by the 
proposed credit insurance schemes end for the follow-up and 
inspection of the end-use of loans; 
(f) Assisting other primary lending agencies; and 
(g) Maintaining contracts and liaison residually with Government and 
quasi-Govemment agencies. 
Although the Lead Bank has to assume the major role in the 
development of banking and credit in the concerned district, it is not expected 
to have a monopoly of banking business in that district. The lead bank is 
required to cut as the consortium leader and identifying under-banked areas 
and areas suffering from credit gaps, it should invokes the co-operation of 
other banks operating in the district. 
The banks are expected to submit a quarteriy progress as well as 
annually progress report to the Reserve Bank of India on the working of the 
Lead Bank Scheme and bring to its notice any problems they may be facing 
in the operation of the scheme. The banks are also expected to exchange 
information of their experience with other banks.^ 
In any examination of the question of commercial banks ability to 
solve the problem of rural finance. The experience of the State Bank of 
India would be of considerable relavance.* Rural financing was made 
compulsory for the nationalised banks but State Bank of India continued as 
a leader of public sector banks. In the beginning, State Bank of India started 
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indirect financing through other financial organisation and co-operation. Later 
it started direct financing since 1967.^  
' If one looks bank into last few decades of growth of Indian banking, 
it can be seen that SBI has been always accredited as market leader on 
amount of its predominant and pioneering role in all important sectors of the 
economy like agriculture, small scale industry, large industry, 
infrastructures etc. 
SBI is renewing itself to become a world class universal bank - A 
bank which provides a benchmark for others. The splitting up of the State 
Bank of India into smaller banks on the principal of geographical contiguity, 
each circle of the Slate Bank may become an independent bank in itself. 
This system on the whole would need to be augmented by very stronger 
inter - bank correspondent relationship among Indian Banks.'° 
Now the State Bank of India has 9078 branches in India with 52 
foreign bank offices.'^  
In the next chapter, we will discussed about the Profile of Aligarh 
District. 
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Chapter - 4 
Chapter - 4 
PROFILE OF ALIGARH DISTRICT 
This chapter presents the profile of the Ahgarh District. Under this 
chapter we have discussed about the geographical conditions, map, division 
of district and comparative analysis of the district, key banking statistics of 
before division and after division, block wise data with reference to area, 
no. of villages covered by blocks, established villages, total population of 
the blocks, female, male, S.C. and S.T., literacy ratio, economic classification, 
sown area as well as barren area. We have also discussed about the need 
and the scope of the priority sector in the Aligarh District and the plannings 
which are implemented in the Aligarh District. 
Administrately Aligarh district is a part of Agra Commissionary. It is 
the biggest district of the Commissionary in terms of size and population. 
The internationally renound Aligarh Muslim University is situated here. The 
district is known as Tala Nagri. The famous lock industry of the district is 
quite known in the country. The other industrial units such as hardware, 
moonga moti, electronic and electrical industrial unit are also established. 
Agro processing units in the fold of multinational. Small Scale Industrial 
units and tiny units are working in the district. According to map in the 
South direction, District Hathras and District Etah is situated, in the North-
East direction. District Badayun is situated, in the North direction. District 
Bulandshahr is situated, in the West direction, Mathura is situated of the 
Aligarh District. Haryana state touches the border to the North-West direction 
ofthe Aligarh district. 
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4.1 AGRO CLIMATIC ZONE 
Aligarh is part of South Western Semi arid zone. The geographical 
area of the district in 3691.50 Sq.km. The soil alluvial is very fertile. The 
temperature varies considerably - during the months of December / January 
the mean maximum temperature is around 21°C and the mean minimum is 
around 7.6°C. The relative humidity values around 35% and 98% of the 
land has assured irrigation facility to the net cultivable area. The croping 
intensity is 159%. The major croping season is Rabi. The fanners have 
been taking three crops in a year. The major crops grown are wheat, bajra, 
barley, rice, rapsccd, mustard, sugarcane, potatoes, groundnut, linseed, 
moong, peas, arhar, sunflower and millets. For the purpose of research and 
improving the yield of the various crops and also training the farmers to 
account them for modem means of cultivation, A KVK of Chandra Shekhar 
University, Kanpur has been established. The district also known for certain 
industrial activity such as lock, hardware, nioonga, moti, handloom and 
agro processing units. The district is not having any forest wealth and mineral 
resources. However due to the advent of modern transportation the lack of 
raw material has been over come. Industrial power position is the hinderance 
in the industrial growth. 
The district has been divided since 1997. It came into existence since 
1998 which changed the scenario of the Aligarh district. Because some 
important areas had been shifted to newly created district Hathras, therefore 
out of 5019 Sq.km. area. Now the Aligarh has only 3691.5 Sq.km. area. Out 
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of 17 blocks five block were transferred to newly created district Hathras. 
Aligarh has only 12 blocks. These are Atrauli, Bijoli, Gangiri, Gonda, 
Chandaus, Khair, Dhanipur, Jawan, Lodha, Tappal, Akrabad and Iglas. Out 
of five tehsil one tehsil is transferred to Hathras. Aligarh has only four tehsil 
these are Atrauli, Khair, Gabhana, and Iglas. Five blocks which were 
transferred to new created district are Hathras, Sikandrarao, Hasayan, Mursan 
and Sasni. Out of 1607 villages only 1212 villages is left with Aligarh. 
Out of 395162 ha. net sown area, 102435 ha. area is shifted to Hathras 
and Aligarh has only 292726 ha. net sown area. Out of 385870 ha. net. 
irrigated area, 109585 ha. net irrigated area has gone with Hathras. Aligarh 
has only 276285 ha. net irrigated area. According to the 1991 census 
population of Aligarh district was 32960000. Due to division reduction in 
population is also noticed. Therefore according to 1991 census the population 
of Aligarh district is 2449000. 
Many Banks and their Branches were also shifted to new district 
Hathras at the time of division. The total no. of branches were 237 at that 
time. But according to the current key Banking statics at present 173 branches 
and 24 banks are available in Aligarh. From which 21 banks are Commercial 
banks, one Regional Rural Bank and 2 Co-opeative Banks, from which one 
Bank is Land Development Bank and one is OCB Bank. Out of 173 Branches, 
78 branches are rural branches, 37 are semi-urban branches and 58 are 
urban branches. In the table 4.1, we have given the data which presents the 
comprativc profile of the Aligarh district. 
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Table 4.1 
1. 
2. 
3. 
4. 
5. 
6. 
Comparative Profile of Aligarh District 
Aligarh District 
Geographical area (Sq.Kms) 
(a) No. ofblocks 
(b) No. ofVillages (inhabited) 
Rainfall (mm) 
NoiTTial 
Actual 
AgriaJlurc 
(a) Net Sown Area (in Hact.) 
(b) FallowLand(InHact.) 
(c) Land not available for Cultivation 
(In Hact.) 
Inigation 
(a) Net Inigated Area (In Hact.) 
(i) By Cannal 
(ii) ByTubewells 
(iii) By other sources 
Animal Husbandi7(1993 Census) 
(a) Plougli Animals (No.) 
(b) Dairy Animals 
(i) Cows 
(ii) Buffaloes 
(c) Sheep 
(d) Goat 
(e) Poultiy 
Before Division 
5019.59 Km. 
17 
1607 
702 mm 
1993-821 mm 
1994-803 mm 
395162 
10569 
26190 
385870 
72883 
310269 
2718 
160072 
445197 
70866 
374331 
29889 
221468 
100945 
After Division 
3691.50 Sq.Km. 
12 
1212 
702 mm 
1999-628.75 mm 
2000-559.70 mm 
292726 
32133 
33884 
276285 
39121 
236053 
nil 
112979 
359653 
52111 
307542 
18532 
185259 
71665 
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7. Population (In '000) (1991 Census) 
(a) Male 
(b) Female 
(c) Total 
8. Classification of Workers 
(a) Cultivators 
(b) Small & Marginal Farmers 
(c) Agiicultural Laboui ers 
(d) Artisans 
(e) Household Cottage Industncs 
(f) Allied Agro Activities 
(g) Other Workers 
17890 
15070 
32960 
370395 
296316 
207694 
N.A. 
23003 
N.A. 
88222 
1327 
1122 
2449 
279936 
226255 
145093 
N.A. 
16137 
N.A. 
81519 
9. Size of Holdings (Data Available for Undivided Aligarh) 
Particulars 
Less than 1 I la. 
Between 1-2 Ha. 
Above 2 Ha. 
No. ('000) 
1,73,284 
62,143 
65,900 
(%) 
57.5 
20.6 
21.9 
Area (Ha) 
73,493 
88,255 
2,49,100 
(%) 
17.9 
21.5 
60.6 
4.2 SPECIAL / ADDITIONAL / OTHER FACTORS OF THE 
DISTRICT 
The district has been divided since 1998. Some important areas have 
been shifted to Hathras district which has taken away the important 
area such as Purdil Nagar, Hasayan where export product units such 
as Moonga Moti, Rose Essence and Handloom Cloth were working. 
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After division of Aligarh district, only locks, hardware, cotton carpets 
are working as export production units. 
4.3 IMPORTANT SOCIO-ECONOMIC DEVELOPMENTS IN 
THE DISTRICT 
Before division of Aligarh district only 23 VVV Clubs were formed 
by Banks and 160 SHGS were formed. But after division in the Aligarh 
district 30 VVV clubs have been formed by banks and 562 SHGs 
have been formed of which 340 are linked with bank credit. The 
district has developed a model of Kisan Club (Known as Aligarh 
Model), which has proved that the village development Committee 
(VDC) based clubs are very much sustainable and effective. Such 
type of clubs will be quite useful for banks for developing its business, 
redcuing NPA by creating of quality assets, better recovery climate. 
These clubs are also useful information and linkage of SHGs in their 
respective areas. 
4.4 PREDOMINANT ECONOMIC ACTIVITIES PREVALENT 
IN THE DISTRICT 
Predominant Economic Activities prevalent in the district are 
agriculture, dairy, lock manufacturing and hardware business. 
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4.5 INFRASTRUCTURE PROJECTS UNDER EXECUTION 
WITH SUPPORT FROM NABARP UNDER RIDF 
RIDF created with NABARD has been utilised to sanction direct 
loans to State Govt. / State owned corporation in the district. 
Accordingly NABARDhas sanctioned three Rural Bridges, 
Modernisation of Tubewells, upgradation of 25 STWs major Irrigation 
projects (Mat Branch Feeder). More than 100 rural roads till RIDF 
IV. Further, NABARD has sanctioned 17 rural roads, 7 Flood 
protection projects under RIDF V. These investment in infrastructure 
will have a substantial impact on assured irrigation, crop production, 
employment generation, mobility and marketing of farm and non farm 
produce. 
4.6 MAJOR FOOD / COMMERCIAL AND PLANTATION / 
HORTICULTURE CROPS 
These are Wheat, Paddy, Potato, Sugarcane, Arhar, Maize, Moong, 
Oil Seeds, Ber, Guava, Mango etc. 
4.7 INNOVATIVE AND NEW AREAS OF DEVELOPMENT 
The district is exporting hardware, meat etc. of more than Rs. 500 
crores per year. The milk production is to the tune of Rs. 12Lakhs 
litres per day. There is lot of scope for milk processing unit in the 
district. Some of the private dairies and Parag Dairy is working in the 
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area. Hind Agro located in the district is exporting processed meat of 
buffaloes and sheep. The Bee-keeping Activity has been identified as 
key activity in 2 blocks of Aligarh under National Plan for Rural 
Industrialisation. 
Table 4.2 
Economic Indicators of the Credit Delivery System -
Key Banking Statistics (Before Division) 
1. No. of Banks Cooperatives RRB CBS Total 
DCB LDB 
19 10 91 117 237 
2. No. of Branches 
(i) Rural 103 
(ii) Semi Urban 77 
(iii) Urban 57 
Total 237 
3. No. of Staff per branch /Society 06 
4. No. of Loan Accounts 195200 
5. No. of Loan Accounts Per Branch 823 
6. Average Population Per Branch : 14000 
7. Average No. of Villages Covered 7.26 
Per Branch / Per Society 
8. Total Deposit as 31 March 1997 : 11.36 
9. Average deposit per branch 479.33 
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10. Growth in Deposit 
(a) 1997 over 1996 24.28% 
(b) 1996 over 1995 : 15.01% 
11. Total loans outstanding as on 31 March, 1997: 33706 
12. % increase in outstanding 
(a) 1997 over 1996 7.42% 
(b) 1996 over 1.995 : 26.00% 
13. Outstanding per account 0.17%) 
14. Outstanding per branch 1.62% 
15. % of agricultural advances to total advance : 42% 
16. CD Ratio : 26.67% 
17. % of recovery of loans to demand therefore 
(a) As on 30.6.1994 52% 
(b) As on 30.6.1995 57% 
(c) As on 30.6.1996 : 68% 
Table 4.3 
Economic Indicators of the Credit Delivery System 
Key Banking Statistics (After Division) 
S.No Particulars 
1. No. of Banks 
2. No. oiUranclies 
(a) Rural 
(b) Semi Urban 
Co-operatives 
DCB 
1 
9 
3 
LDB 
1 
3 
4 
RRBs 
1 
44 
09 
CBs 
21 
22 
21 
Total 
24 
78 
37 
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3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
(c) Urban 
(d) Total 
No. ofStafifPer 
Braiicli / Society 
No. of LoanA/cs 
No. of Loan A/cs 
Per Brancli/Society 
Average Population 
Per Branch 
Average No. of 
Villages covered 
per branch/Society 
Total deposits as on 
31 March, 2001 
(Rs. in Lacs) 
Average deposits per 
Branch (Rs. in Laklis) 
Growth in deposits(%) 
(a) 2000-2001 Over 
1999-2000 
(b) |0')()-2000Ovcr 
1998-1999 
Total loans outstanding 
as on 31 Mar.2001 
(Rs, in Lakhs) 
% Increase in Oustanding 
(a) 2000-200 lover 
1999-2000 
(b) 1999-2000 over 
1998-99 
1 
13 
5 
161.00 
12.400 
180.00 
93 
2.618 
181 
0.65 
0.05 
4.565 
;s 
9.22 
12.13 
7 
6 
41.624 
4.625 
193.608 
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7 
1 
0.50 
0.60 
6.541 
14.37 
20.90 
06 
59 
6 
51.037 
865 
18.410 
14 
24.187 
410 
12.45 
29.08 
10.476 
14.74 
24.30 
51 
94 
8 
N.A. 
N.A. 
20.500 
21 
165.629 
1.762 
13.50 
21,80 
42.750 
16.52 
15.30 
58 
173 
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13. 
15. 
16. 
17. 
18. 
Outstanding Per Account 
(Rs. inLaklis) 0.03 
% of agricultural advance 
to total advance 92% 
CD. Ratio 200 
% of Recoveries CD 
Ratio of Loans to demand 
therefore 
As on 30.6.99 36.57 
As on 30.6.2000 40.64 
Ason 30.6.2001 41.07 
%ofoverduesto 
loan outstandings 59 
0.16 
99% 
N.A. 
87 
88 
16 
0.20 
43.98% 
43.31 
73 
74 
24 
N.A. 
N.A. 
25.81 
57 
64 
N.A. 
DCB = District Co-operative Bank, LDB = Land Development Bank 
RRB = Regional Rural Bank CBs = Commercial Banks 
4.8 HEALTH OF CREDIT AGENCIES 
The district is having 94 branches of Commercial banks, 7 branches 
of Land Development Bank, 13 Branches of District Cooperative Bank, 59 
Branches of RRB and 1 Branch of UPEC. The deposits of the bank 
branches in Aligarh were Rs. 1365.18 Crores in 1998-99, Rs. 1674.45 Crores 
during 1999-2000 and Rs. 1898.04 Crores during 2000-01. The CD Ratio 
during the last 3 years were 28.9% in 1998-99 and 27.3% in 1999-2000 and 
27% in 2000-01. 
4.9 COMMERCIAL BANKS 
All the commercial banks have good business portfolio and most of 
their branches have been booking profits. However, increasing credit portfolio 
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is one of the main concern of these banks. The DAP / MOU was signed by 
these banks with the RBI and it is being monitored by RBI. The achievement 
under service area plans for the last three years was also satisfactory in 
respect of major banks and overall achievement under DCP was more than 
100%. 
4.10 REGIONAL RURAL BANKS 
The bank is operating 59 branches in the district. The DAP / MOU 
prepared by the bank has seen being monitored by Board of Directors of 
the bank and it is observed that most of the parameters of DAP / MOU has 
been successfully achieved by the Bank. The bank has been booking 
operating profit for last 5 years and the operational profit for the year 
2000-01 was to the tune of Rs. 1168.63 lakhs. 
4.11 DISTRICT COOPERATIVE BANK 
The 13 branches of Aligarh DCCB are operating in the district. The 
main business of the bank is short term credit for agricultural purposes. The 
bank could not diversify its business portfolio. The recovery of the bank is 
in the vicinity of 40%. There are huge imbalances. The bank health needs 
improvement urgently The production credit needs of farmers could have 
been left unsatisfied. If the RRB have not gone in big way for the short term 
credit. 
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4.12 LAND DEVELOPMENT BANK 
The main financing by the bank has been done in the Minor Irrigation 
and DD sectors. The Bank is yet to start seriously diversify its credit portfolio. 
The recovery position of the branches of LDB is reported as more than 
80% thereby enabling them unlimited eligible category for refinance from 
NABARD. 
4.13 PROFILE OF THE BLOCKS 
We are now presenting the main characteristics of the block wise 
data of Aligarh district according to the 1991 census and scope of the 
priority sector in Aligarh district according to the today's position. 
Table 4.4 shows the Blockwise data with reference to block name, 
areas in Sq.kms., No. of villages, established villages, non established villages, 
Total Population Blockwise, Female Population, Male Population, and No. 
of SC/ST. in the blocks according to the 1991 census. The total area of 
Blocks is 3546.3 Sq.Km. of the twelve Blocks. Total no. of villages are 
1212 under 12 blocks. The total no. of established villages are 1184 and non 
established villages are 28. The total population lives under these blocks are 
1810294 from which females are 824860 and males are 985434. No. of SC 
people are 425638 and STs are 71. 
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Table 4.5 shows Blockwise data with reference to litracy rate of male, 
female and economic classification. Economic classification is divided among 
four categories. One is Agriculture, Business, Industrial and others. The 
total literates are 574045. From which males literates are 450176 which 45% 
of the total htcratcs. The total number of femal literates arc 123869 that is 
15% of the total literates. The position of total literacy is 31.7% in the 
blocks. Literacy ratio shows poor performance. From which women's ratio 
is in wrost conditon. Economic classification shows Total workers are 
579002 from which 407086 people are in the category of Agriculture. This 
is 70% of the total workers, 15215 people comes under category of Business 
which is 2.6% of total workers, 27322 people are in the category of 
Industrialists this is 4.7% of total workers. 129379 persons are joint with 
other occupation these are 22.4% of total workers. 
Table 4.6 shows Blockwise data with reference to Block name, total 
area, net sown area, sown area more than once, fallow land, barren and 
waste land, forestry, grazing area and other use land. Total area under these 
twelve blocks is 367782 Sqm. From which net sown area is 292399 Sqra. 
Sown area which was sowned more than once is 163675. Fallow land is 
6949. Barren land is 17351 Sqm. Forestry area covers about 17351 Sqm. 
Grazing area for the catties is 1888 Sqm. And other use land is 31945 Sqm. 
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4.14 INVESTMENT CREDIT FOR PRIORITY SECTOR 
4.14.1 INVESTMENT CREDIT FOR AGRICULTURE 
(1) Minor irrigation 
The agriculture is the main stay of the people of the district. About 
75% of the total population live in the villages where the main occupation is 
the agriculture. The district is advance in the agricultural practices and farmers 
of all the blocks go for high yielding variety crops. There are adequate 
extension services provided by the Agriculture department and also through 
VVV clubs. Farmers for increasing yields are keen to take production on 
scientific and technical lines. They use adequately fertilizer, pesticides, HYV 
seeds and mannure. The adequatte and timely irrigation facilities are most 
essential input for increasing both production and productivity. The minor 
irrigation structure is being created in the district with the help of bank credit 
and also under Govt, sponsored programmes. 
Irrigation projects with a culturable command area upto 2000 ha are 
classified as minor irrigation project and all ground water development falls 
within the minor irrigation category. The main sources of water is rainfall 
during the monsson period. In our country south west mansoon begins by 
the end of May and ends in September. The heaviest rainfall is between June 
to September. The rainfall is uncertain and therefore all crops are very much 
dependent upon supplementary irrigation facilities. 
The district comes under the category of one of the development 
district of the state and good no of farmers of the district go for high yielding 
variety of crops and are keen to take production on scientific and technical 
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lines by utilising fertilizers, manure and pesticides etc. The adequate and 
timely irrigation facilities are the most essential input for increasing both 
production and productivity. The MI structures which are mainly used in 
the district are bore wells. Diesel pump-sets, tube wells and canals, the river 
Yamuna and Ganga flow at northwest side and northeast side respectively. 
A few small / seasonal rivers like Kali and Karban also flow through the 
district. 
According to the current position of the Aligarh district, 292242 ha. 
area is net sown of which 276285 ha. area is under irrigation. Therefore 
density of irrigation stands at 94%. The majority of area i.e. 236053 ha. is 
covered by tube wells (State as well as private). 39121 ha. is covered by 
canals and only 1111 ha. is covered by others sources. The average rainfall 
in the district is 700 mm. 
In the district of Aligarh there are 12 blcoks, of which 2 blocks (i.e. 
Lodha and Chandaus) falls under the category of critical & over exploited. 
The Khair and Jawan blocks are under semi-critical category and other 8 
blocks fail in safe category. 
The soil in the district is alluvial. The water saving irrigation system 
have a lot of potential in the critical and semi-critical Blcoks. The agriculture 
department and Horticulture Department have been allocated meager targets 
for sprinklers and drip irrigation systems respectively. However sprinklers 
and drip irrigation system have so far not become popular in the district. 
The electric pumps sets are also not favorite with the farmers due to poor 
supply of power. 
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(2) Land Development 
A very vast area i.e. 24140 ha. of good cultivable land is under the 
user land. The reclamation of the same by both the Government of India 
and State govt, is on. For the last three years World Bank project has also 
been commissioned in 2 blocks of the district. The efforts made by the 
Govt, department and that of the World Bank Project being implement 
through UPLDC has created awareness among fanning community who 
now feel that the usar land can be reclaimed and that very good crops from 
this reclaimed land can be taken. 
(3) Farm Mechanisation 
The agriculture production and productivity is improving year by 
year. The farmers are aware of the utility of the farm mechanisation. The 
GOI has also brought out programmes under which small tractors and power 
tillers have been covered under the subsidised programme. 
Farm mechanisation is very important as it leads to increased 
production and productivity better utilisation of irrigation potential, adoption 
of multiple cropping pattern etc. The machinery is basically used with an 
objective of minimising cost and increasing income, the benefits like reducing 
drudgery in operations increasing cropping intensity etc. are also desired 
Post harvest machinery help in value addition and is a source of employment. 
Through the Farm Mechanisation refers to wide range of activities, the 
following activities are presently considered for financing (i) Tractor, (ii) 
Power Tiller (iii) Agriculture Implements. 
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The data with regards to land holding pattern in the district is not 
exclusively available for Aligarh district and the same is available for undivided 
Aligarh district. Accordingly 40% of the area and 78% of the land holdings 
belongs to SF / MF. The density of irrigation is more than 94% and cropping 
intensity is about 170%. The use of tractor etc. is very much prevalent in the 
district for the purpose of farni activities as well as transportation. However 
the use of power tiller is yet to be popularised. As per 1993 census 5654 
tractors. 24790 developed Harrow and cultivators. 510 threshing machines 
were in the district. 
(4) IMaiitatioii & Uorticiiitiire 
The economic return from the horticulture crops is considered to be 
more than the serial crops, yet the farmers go in for the serial crops, the 
reason for not adopting horticulture crops may be small land holding, 
insufficient extension service and infrastructure. 
Most of the land in the district is utilised for crop production. However 
in rural pockets mango, ber, Aonla, Guava, Papaya & Banana are grown 
and as a subsidiary source of income chikori is also grown in some pockets. 
There is need for concentrated efforts to popularise horticulture crops in 
the district. The situation obtaining in the district is different and out of the 
total cultivated area of 293338 ha., the area under horticulture crops in only 
528 ha. which is only 0.18% of the net cultivated area. U.P. Diversified 
Agriculture Support programme is also being implemented in Atrauli and 
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Iglas blocks of the district and their support is also available for taking up 
horticulture activities in these selected blocks. 
(5) Bee-Keeping 
Bee-keeping can give an excellent source of income with low 
investment and can give tremendous employment generation for rural area. 
It can become a vital means of building up rural economy as it makes uses 
of natural resources otherwise going waste and can be an extremely paying 
proposition, giving useful employment in rural areas particularly for women, 
children, landless people and small and marginal famrers. Beekeeping requires 
little investment of time and money. It also has indirect benefit of increasing 
agriculture production which increases crop yields by as much as 200% in 
some crops like sunflower and 10% in other crops besides giving a better 
size of seed. There are two types of bee species available in world VIZ. 
A. True Honey Bees 
- Apis Dorsata 
- Apis Morea 
- Apis Cerana Indica 
- Italian Honey Bee 
The first two type mentioned above are Indian species. 
B. Stingless and Dammar Honey Bee 
The district comes under the category of one of the developed district 
of the state and good no. of farmers go for variety of crops and are keen to 
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take Bee-keeping profession. Climate of the district is also good for the 
beekeeping activity. Good number of unemployed youth are available in the 
area who can start this activity. Self Help Groups developed by the NGOs/ 
Banks can also take up the activity. Raw material i.e. Bee-flora is available 
throughout the year and local market is available to sell bee products such 
as honey, wax etc. 
(6) Plantation Poplar 
The growing of the poplar plantation have become quite popular in 
the district. The WIMCO has made the programme popular. The farmers of 
the district are well aware that this activity which has given them a reasonable 
economic benefits and there is no problem of maketing. The WIMCO has 
however closed down its district officer at Aligarh, thereby giving setback 
to the farmers. The activity in the absence of WIMCO will now be looked 
after by the social forestry department officials. The farmers themselves 
have developed expertise and they are in the position to provide guidance to 
other farmers. 
4.14.2 INVESTMENT CREDIT FOR ALLIED ACTIVITIES 
(1) Animal Husbandary 
(i) Dairy Development 
The milk business is growing in Aligarh District in a big way. The 
district is one of the top milk producing centres in the country. Multinational 
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milk processing company viz. Heinz - India is functioning in the district. 
Under private fold Rama Dairy, Shyam Dairy, and Swastik Dairy and in 
Govt, fold Parag Dairy have been established. The demand of the milk is 
very high in the district due to the establishment of the milk processing 
units. The farmers have been getting good returns from the dairy business. 
The milk animal management is quite known to the fanners and there is 
enough green fodder in the district. 
The animal data of 1993 is available and latest population of miltch 
animal is not available which may be taken for the purpose of planning. An 
assessment done on the basis of trends available indicates that the stock of 
good miltch animal is not much in the district and the borrowers may have 
to go to traditional market (outside the district) to procure the miltch animals 
UPDASP (World Bank Assisted Project) is being implemented in 2 blocks 
(Atrauli & Iglas) of the district and Dairy is one of the thrust areas. 
(ii) Goat Rearing 
The goat rearing is a popular activity among the poor people and 
landless labour. The Aligarh Muslim University accomodate at least 30,000 
scholars residing in the various hostels of the University and out side rented 
buildings. Food habits have also under gone change and it is a fashion to go 
for non vegetarian food. All this will add to the demand of goat meat in the 
district. 
As per 1993 census 185289 goats were available in the district. The 
Hind Agro export unit can consume more than 20000 goats. The activities 
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was quite popular with IRDP beneficiaries. However, over a period of last 
2-3 years the preference for the activity has declined. State Govt, is also 
covering goat rearing under its Ambedkar Vishesh Rojgar Yojna which is 
being implemented in 8 blocks of the district. But their has been delay in 
release of financial allocation towards the subsidy under the project. 
(iii) Piggery 
The district Aligarh is having famous Divisional Pig Breeding Unit 
and training Centre. The breeding Centre supplies piglets to entrepreneurs 
as per their demand. As per 1993 census there were 36022 pigs, of which 
31823 were Deshi pigs and 4199 were cross-breed pigs. The district Aligarh 
was also having a bacon factory with CDF, but the same has been closed 
down resulting in an adverse impact on the pit breeding in the district in the 
absence of the market for the pig breeders. Who were generally poor, have 
been discouraged, resulting in poor off take of credit. 
(iv) Poultry Farming 
Poultry products are quite popular with masses. Poultry eggs and 
meat is in good demand in the district and at tehsils. There is no organised 
market from where the data in respect of sale can be collected. Efforts 
made to collect the data from the whole sale market remained futile. However 
it was ascertained from poultry trades that the poultry products in the district 
is not sufficient and that the supply of the same is being received from 
Panjab and Haryana states. 
The Bird population available is based on 1993 census which does 
not provide any meaningful information to assess the exploitable potential. 
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An intensive poultry development project has been launched in Aligarh 
without much success. In CDF area, a complex was developed and made 
available to cooperative society for making it available to poor, but the same 
is also having a very limited success. The discussions with Govt, officials, 
bankers, traders etc. revealed that margin available in the activity is very thin 
since the cost of inputs like poultry seed are in organised sector and feed 
manufactures association etc. are managing it but there is no organised 
marketing available. Therefore, the small units may not be successful and 
only big units will be viable. 
Table 4.7 
No. of Veterinary Hospitals 
A. 
B. 
C. 
D. 
E. 
F. 
G. 
H 
L 
J. 
K. 
L. 
M. 
No. ofVet. Hospital 
D Category Vet. Hospital 
Animal Seivice Centre 
Artificial Insemination Centre 
A.I. Sub-Ccntic 
Mobile Vet. Unit 
Semen Collection Centre 
Semen Centre 
Divisional Pig Breeding Centre 
Goat Breeding Centre 
Pig Breeding Centre 
Grazing Facilities 
Fodder Area under cultivation 
Infrastructure 
Available 
38 
7 
115 
48 
114 
1 
2 
51 
1 
18 
13 
1793 ha. 
1929 ha. 
Additional 
Infrastructure 
required-gap 
46 
128 
143 
4 
3 
- -
— 
— 
— 
2500 ha. 
25000 ha. 
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Enough dry matter is available from the crop residue which is sufficient 
under UPDASP project 20 paravets are working in 2 blocks. 
(2) Inland Fisheries 
Fish provides nutrient food rich in protein. The water is abundantly 
available. The soil is water retentative and fit for fish production.There is 
local market and that the good variety offish fatch some where Rs. 80.00 to 
Rs, 100.00 per kg. There is no problem of Marketing. 
The water is available in the district. The soil is water retentive and fit 
for fish production. However, the district do not have reservoirs, dams, 
lakes etc. and the activity is mostly taken up in the ponds of gram sabhas. 
Presently 1421 gram sabha tanks covering 877.23 ha. are available besides 
38 individual tanks covering 51.209 ha. The lease of gram sabha tanks are 
given for 10 years, and training is also provided by FFDA. The fingerlings 
are procured through FFDA from varius Govt, hatcheries and are provided 
to fish farmers. Fish farmers are also importing fingerlings from Howarh 
there is only one fish cooperative society in the district which is also defunct. 
There is one hatchery available at Chandpa. Hathras in pvt. sector. Besides 
this hatcheries are also working in private sector at Aonia (Bareilly), Mathura 
etc. The marketing is no problem and the product can be easily marketed in 
Gajraula and Delhi markets besides local market. 
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(3) Bio-Gas 
Bio-gas prograrrune is one of the important programme launched by 
the Government of India for providing clean and cheap energy to the rural 
masses. It is also an effort to save trees. If the Bio-gas programme is adopted 
by a large number of rural population, then cheap and clean energy can be 
obtained without much cost. Farmers can also get a very good natural 
fertilizer in the form of Sullury being produced by bio-gas. Thus, the bio-
gas plant are cost effective and very useful for farming and farmers are to be 
encouraged. 
The basic requirement of the Bio-gas plant is cow dung, bricks, cement 
and trained mason. In Aligarh large no. of farmers have more than 5 to 6 
animals. Therfore, dung is available in sufficient quantity for construction of 
bio-gas plants. Similarly bricks & cement is also available in Plenty. However 
there is dearth of trained mason. 
Large number of farmers have more than 4 to 5 animals. For a bio-
gas plant of Deen Bandhu Model of 3 cum. The requirement is of 4 to 5 
animals. There are 9.49 lakhs animals in the district and taking into 
consideration of 5 animal dunk per plant. There can be lakhs of the bio-gas 
plant constructed in the district. However we do not have enough trained 
masson in the district who can construct the plants as per proper specification. 
Plant constructed by untrained masson do not run efficiently. There is no 
extension service available in the district which can propogate the utility of 
plant to the farmers. 
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(4) Animal Driven Vehicle 
The bullock cart is popular mean of transportation in the rural areas. 
The people preference to go for the activity is due to various economic 
reasons such as the bull can be deployed for ploughing as well as driving 
the cart. 
The bullock cart is still a popular means of transportation in the rural 
area due to lack of metal roads in the rural area and the perople prefer to go 
for the activity keeping in view the various economic reasons such as that 
the bull can be used for ploughing and driving the cart etc. However, with 
the pace of development, this activity is gradually reduced. Since many 
farmers are going for tractors, power tillers etc. departing from the old 
system of ploughing by animals. 
Out of 1182 inhabited villages the metal roads cover / connect around 
45% of village only without metal roads network the transportation of the 
agriculture produce is largely dependent on animal driven vehicle, there is 
no shortage of plough animals in the district. Sufficient wood carpenters are 
also available to manulaclure the car. However, the scope of the activity is 
slightly reduced as metal roads are being constructed. The tractors and 
Jugads are increasingly being used for the purpose of transportation. 
NABARD has taken initiative in this regard and has so far sanctioned about 
100 Rural road projects in the district under its Rural infrastructure 
Development Fund. 
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4.14.3 CROP LOAN 
Aligarh district is part of South Western semi Arid Zone the mean 
temperature varies considerable at the various months. During January the 
maximum temperature is 21.7° C / and the respective minimum is 7.6°C. 
The maximum temperature at the district goes upto 42°C. The maximum 
relative humidity is around 35% the average rainfall is 776 mm. The soil of 
the district is alluvial. Due to soil and climatic conditions in the district the 
main crops taken are wheat, gram, paddy, repseed, and mustard, Bazara, 
Sugarcane, potatoes, linseed, moong, peas, arhar, cotton can also be taken 
under this climatic condition but the farmers have slopped taken it. 
The district in predominantly agriculture based around 75% of the 
population live in the rural area and by and large they are involved in agricultural 
activities. The main crop is Rabi. In most of the blocks the farmers are 
taking 3 crops with HYV seeds and utilising the fertilizers, pesticides etc. 
The district is predominantly agriculture based. Around 74%) of the 
population live in the rural area and by and large they are involved in agricultural 
activities. As per data available the total reported area is 370254 ha. of 
which 292726 ha. is net cultivated area. The gross corpped area in the 
district is 496640 ha. and the cropping intensity in the district is at 169.6%). 
The area under Rabi is 276596 ha. Where as area under Kharif is 196314 ha. 
and 23484 ha. is under Zaid crops. Hence the main crop in the district is 
Rabi. In most of the Blocks all the three crops are taken with HYV seeds 
and utilising the fertilizers, Pesticides etc. 
145 
4.14.4 NON FARM SECTOR 
The main thrust of non farm sector development was provided by 
the industrial policy resolution of 1977 of Govt, of India which aims at 
promoting cottage and small scale industries with special attention to units 
in tiny sector. This led to the establishment of the district industries centre 
(DIC's) in 1978-79 to provide necessary facilities to rural non-farm 
enterpreneurs at one place. The development strategy was based on industries 
cum area projects that led to launching of beneficiary oriented schemes with 
in the over all area development plan. 
NABARD at of 1981 defines rural development as the development 
of the rural area through any activity conducive to such development and 
the activities are related to production of goods and provisions of services 
in rural areas. Promotion of cottage and village industries as well as industries 
in the tiny and decentralised sector,handicrafts and other such rural crafts. 
Rural area has been defined as the area comprising all villages irrespective 
of population and towns having population up to 50000. 
In the Aligarh district more than 80% of the total population live in 
rural areas. Out of which 50% of the work force is employed either directly 
or indirectly in agriculture activity. The land holding is small less than 1 ha. 
is owned by 57% of the farming community there is not enough work for 
them. Agriculture activities do not keep them busy throughout year. Therefore 
NFS activities in the rural area for their development is a must. 
As per 1991 census about 32% of the total workers are engaged in 
non form sector activities in undivided Aligarh district. Of these 2.56% are 
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engaged in house hold industries and 8.81% in non household industries in 
tertiary Sector 8.03% is engaged in trade and commerce 2.56% in transport 
sector, 1.50% in construction work and 12.04% other activities. 
The gross cropped area in the district is 496640 ha. of which only 
196314 ha. area is under double cropping. The major crops under Rabi or 
Wheat, gram, Barley. Wheat is major crop under Kharif are Paddy, Maize, 
Bajra and Arhar. Besides the above, sugarcane, Potato and Oilseeds like 
mustard are also grown in the district with significant production. 
The district is very rich from the point of view of plantation and 
horticulture. 1 lowevcr Mango, Giiava, Ber, etc. are grown in certain pockets. 
The district is known for "Locks" industries which has large units 
such as Link Locks and Tiger Locks and several small and tiny industrial 
units manufacturing locks in the district. The district is also producing 
hardware and catering the needs with in the country and outside the country. 
There is very large export of hardware articles. Industrial units of electricals, 
electronic goods, moonga, moti, agro processing units are established in 
the district in the fold of SSI units. Tiny sectors, village industrial units etc. 
So far as the Industrial scenario is concerned the district has good network 
of various industrial units established in rural as well as urban areas. 
Aligarh is famous for locks not only in the the U.P. but also it is 
famous in all over India since the olden days. The production of ferros, 
non-ferros / building fittings hardware and statues made of Brass was started 
in the period of 505. Now Aligarh got an important place in the U.P. in the 
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field of Export of the Brass hardware and brass made statues. At present 
the main customer countries, where the brass hardware, artware, statues 
made of brass, locks, moonga pearls are exported, are Germany, Britain, 
Australia, Sri Lanka, Arab countries. About Rs. 310.00 crores goods are 
exported, Iwcry year, Ahgarh playsan important role in the field of Industries. 
Locks, Builders, Hardware, Brass made statues are the main industries of 
Aligarh dist. The Builder Hardware has shown a better progress than the 
other Industries. Production of hardware products reached upto Rs. 500.00 
Cr. since 2001. But Aligarh is known for lock and its progress is not 
satisfactorily in the field of export. 
Due to the Globalization Policy the tough competition is started in the 
International market. Now this is the time of Machinery and advanced 
technology. We can not unseen the need of quality as well as quantity. 
Aligarh's Locks Industries supplys 85% of need of Locks in India. 
Qualitywise Aligarh's Locks Industries is now behind the Chinese locks. 
Mostly locks Industries are situated in Upper Kot, Shakti Nagar, Ashok 
Nagar, Goolar Road, Shahjamal, Pala Road, Gopalpur. 
Iron sheet. Brass, Zinc, M.S. wire, are used as raw material for the 
production of locks. Copper wire, screw, M.S. sheet are also used as a raw 
material for locks. This raw material is gotten from Bombay, Madras, 
Jabalpur, Gurgaon, Pune, Calcutta, Delhi, Ghaziabad except the local market. 
There is a good marketing for the locks which is made by new technology 
through agents and advertisement. Delhi is playing on important role in 
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marketing because it is near to Aligarh. The product is exported through 
Delhi market. 
Except Ahgarh, the blocks are also famous for the industries where 
builders hardware and lock industries are situated. 
Tappal mainly famous for Agricultural machinery industries, steel 
trunk, Readymade garments, and General Engineering Industries. 
Chandaus is famous for Food Oil Industries,Fumitures, Leather 
Industry, Flour Mills, oxidised and Food Oil Industries are the main 
Industries of Khair Block. Except it Agricultural machinery and furniture 
industries are the main industries of Khair. 
Jawan mainly famous for footwear industries, toys, fitting, plastic 
and tyre retrading lime stone industries, furniture, carpet udyog, vegetable 
oil and embroidery. 
Gangiri, Bijoli and Gonda Block occupies an important role in the 
field of making agriculture machinery and tools. It is completing not only 
according to the demand and need of local market (Aligarh District) but 
also it is completing the demand of other local markets. 
Cement Industries, Moonga-Pearl Udyog, Bottles of Glass making 
industries, Potato chips industries are the main industries of Iglas. 
Cycle Parts industries, Engineering Works, Plastic Udyog, Mats, Flour 
Mills and Food Oil Industries are the main industries of Atrauli and Dhanipur. 
For Rice mills and Ayurvedic medicines Akrabad is famous. 
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So far as the industrial scenario is concerned the district has 2 industrial 
estates Aligarh, Atrauli & 2 small industrial estates (Khair and Jawan) and 
also has good net work of various industrial units established in mral as well 
as in the urban areas. As per 90-91 census 73 factories were registered 
under Industries Act. Further 5550 small scale Industrial Units & 693 KVI 
Units are working in the district, where in 29923 & 28002 persons 
respectively are engaged. The product wise details in the district of SSI / 
Tiny units as on 31.3.1998 is furnished here under: 
S.No. 
1, 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10, 
11. 
12. 
In 
Product Category 
Food Pioducts 
Hosiery & Gaiments 
PioductsofWoodcn Items 
Paper Pi oducts & Piintiiig 
Lcaliicr Piodiicls 
Rubber & Plastic Prod 
Chemical Products 
Non Metallic Pioducts 
Brass Aitware Idols 
Melal Products 
Lock Industiy 
Buildiiie Fitting Hardware 
Table 4.8 
diistrial Scenario 
No.of 
Units 
750 
953 
50 
20 
58 
23 
19 
12 
55 
1,465 
1,612 
47 
Capital 
Investment 
783 
878.5 
46 
33.37 
46.5 
29.5 
23 
11 
59 
1,574.5 
1,686 
47 
Employment 
Generation 
3,570 
1,410 
242 
96 
284 
109 
103 
62 
227 
7,080 
7,795 
233 
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13. 
14. 
15. 
16. 
Machinery Parts & Tools 
Fleet Goods Machineiy 
RqiaiiTiig Scivicing 
Otliers 
Total 
12 
56 
45 
373 
5,550 
14.5 
51 
41 
1,688.38 
7,012.25 
62 
326 
175 
6,228 
28,002 
Ilandloom is a very importnt rural and semi urban activity of the 
Aligarh district. The main clusters of this activity falls in newly created Hathras 
district. Other important clusters are Gangiri Block and Dhanipur Block. At 
present the Handloom activity is controlled mainly by entrepreneurs and 
traders. Weavers are mainly engaged as job workers. The work is being 
mostly done on traditional pattern. The district is manufacturing handloom 
cloth known as duret which is also being exported. The most of the Handloom 
societies in the district are defunct and more than Rs. 10 Lakh of DCCB is 
blocked in about 80 societies for more than last 10 years. There-after 
commercial Banks (CBl & Dena Bank) had financed few handloom societies. 
in Aligarh the handicraft works are taken by artisan clusters in district 
headquarters as well as nearby blocks. These artisans are involved in the 
activities like Brass Statues, Patch work. Moonga Moti and wood carving. 
This sector provide employment to approximately 5000 people. The women 
folk are especially involved in the activity of patchwork. The activity of 
Brass statues and Moonga Moti have been the potential of export and 
products worth Rs. 5 Crore are exported to various countries. 
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The district is predominantly an agriculture based district and majority 
of the people are engaged in agricultural activities, there exists scope for 
development of agro based industries like Oil Mill, Dal Mill, Rice Mill, Potato 
products, Dairy products, Fruit preservation units etc. 
There is very good scope for financing the village industries by taking 
up activities like carpenter, black smithy, pottery, baskets and baan making. 
Lock assembly, cane furniture etc. 1693 KVIC units were operating in the 
area with employment of 29923 persons. 
We have in the district the District industry centre (DIG). KVIB Asstt. 
Director of Ilandloom, ITl's and good network of training technical 
institutions besides having a internationally renovwied Muslim University 
which is having Engineering College and Polytechnic for Boys and Girls. 
NSIG is also running its sub center at Aligarh which is providing hire 
purchase facility. The NSIG is also running proto type development training 
centres. There is good net work of Rail and Road transportation. The skilled 
man power as well as cheap labour are also available in abundance. 
The district is not having forest wealth, raw materials and mineral 
resources except the agro. The power supply is also in shortage which is an 
hindrance in the development of industrial units. There are no good network 
of rural roads as only around 45% villages are connected with metal roads. 
4.14.5 OrilER PRiORI 1 Y SIXTOR 
The banks of the district apart from providing credit to priority sector 
are also providing credit for activities which are grouped under services or 
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business sector. These activities are considered vital for sustaining the 
development activity in other sectors of the economy other priority sector. 
The assessment of physical potential for other priority sector activities 
such as transport operations, retail trade, small business, professional self-
employed, education, Housing, consumption etc. is rather difficult due to 
complex and diverse nature of activities. It is also not possible to standardise 
the size of the units or unit cost. The potential in the sector in a district 
depends on the generation of effective demand, which depends on purchasing 
power of the people. Since the activities are demand based, their potential 
has been assessed in financial terms on the basis of past trends in financing 
as also the likely accretion to the financing to the purchasing power of the 
people. 
4.15 HUMAN RESOURCES DEVELOPMENT 
There were 18 Allopathic, 22 Ayurvedic, 9 Homeopathic, 4 Yunani, 
58 Primary Health Centres, 19 Family and child care centers and 270 sub 
centres of family and child care were functioning in the district. Besides, 
special Hospital for treatment of T.B. etc. was also serving the people. The 
renowned Aligarh Muslim University is also working in the district having 
facilities of education in all areas / branches like Science, Arts, Medical, 
ITIs etc. Food and nutritional level of the people is average. Housing in the 
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rural areas continues to be poor, the total length of roads constructed was 
1749 Km. Upto 1997-98. Under Indira Awas Yojna, houses have been 
provided free of cost to a few families below poverty line. Provision of 
housing loan from institutions may give a boost to rural housing. There are 
1548 educational institutes (including primary, secondary, higher, techinical 
etc.) The literacy level as per the 1991 census 35.5% which suggest that a 
lot needs to be done in the goal of achieving full literacy level in the district. 
Some of the rural areas also lack drinking water facilities in summer and 
there is an urgent need to provide this facility in the next 5 years. 
4.16 GOVERNMENT SPONSORED PROGRAMME / OTHER 
PROGRAMME 
4.16.1 SWARANA JAYANTI GRAM SWARO.TGAR YOJNA 
(SGSY) 
Government of India had launched a new programme known as SGSY 
w.e.f 1st April 1999 by restructuring the various self employment programme 
implemented earlier viz. IRDP, TRYSEM, SITRA, DWARCA, GKY and 
MWS so as to avoid multiplicity of various programmes which resulted into 
lack of social intermediation and basence of desired linkages among these 
programme, further the earlier programmes were more concerned with 
achieving targets rather than focussing on the substantive issue of income 
generation. The new programme is a holistic one covering all the aspects of 
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self employment. The programme will be funded by GOI and State 
Government in the ratio of 75:25. 
The objective of the SGSY will be to bring the assisted poor families 
(Swarojgaris) above the poverty line in three years by providing them income 
- generating assets through a mix of Bank credit and subsidy. Quality will be 
the hallmark of the programme. Cluster and group approach will be followed 
in implementing the programme. SGSY groups will be formed trained and 
strengthened and will be financed on a cluster basis so as to provide backward 
and forward linkages for the identified activities. The subsidy under the 
programme will be 30% of project cost subject to a maximum of Rs.7500 
for general swarojgari and 50% of project cost subject to maximum of Rs. 
10000 for SC/ST swarojgari. For SGSY groups subsidy will be 50% of the 
project cost with maximum of Rs, 1.25 Lakhs. However, there will be no 
limit of subsidy for irrigation projects. The subsidy will be back ended. The 
DRDA will be NODAL agency for implementation of the programme arid. 
Would be revamped for better monitoring and implementation. DRDA may 
take the assistance of NGO for formation and training of the SHGs and 
marketing etc. 50%) of the SHGs essentially should be of women so that the 
equal representation may be taken care of committee at centre. State District 
and Block level will monitor and review the progress at regular intervals. 
The Banks have to play a very important role in the programme. For last 2 
years financing under SGSY has been through individual loans to swarojgaris. 
However, from the year 2001-02, the SGSY groups have matured and group 
financing would pick-up. 
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4.16.2 SPECIAL COMPONENT PLAN 
This programme is aimed at person belonging to SC/ST living below 
poverty line. Under the Scheme the Govt, provides subsidy of 50% of the 
project cost subject to maximum of Rs. 10000/- per beneficary at 4% interest 
rate. The scheme is meant for rural as well as SC/STs. 
4.16.3 PRIME MINISTER ROJGAR YOJNA 
The objective of the scheme is to provide self employment to the 
educated unemployed youth of the district to set up their micro-enterprise 
relating to service, small business and industry, the scheme covers all 
educated unemployed youth between the age group 18 to 35 years having 
matriculation. The beneficiary should be the pemianent resident of the district 
and his family income should be less than Rs. 40000 Per annum. A task 
force has been setup in the district to select the beneficiary under this scheme. 
The subsidy available under the programme is 15% of (he project cost to 
the maximum Rs. 7500/-
4.16.4 SAGHAN MINI DAIRY YO.INA 
Due to the importance of dairy in the district of Govt, has been 
implementing this programme in various blocks of the district. PCDF is the 
nodal agency in the village and the societies are registered with them. Under 
the scheme subsidy is given by PCDF. It is the primary responsibility of the 
department to help the member of society in purchasing the animals as well 
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as procurement of milk from them.There was same problem in release of 
subsidy during the year 2000-01. 
4.16.5 SWARANA JAYANTISAHARIROZGAR YOJNA (SJSRY) 
The SJSRY was launched by GOI from Dec. 97 in all towns of India 
by replacing SUME PMI-UPEP and one of the components of the NRY. 
The SJSRY consists of special scheme namely urban self-employment 
scheme (USEP). Under the USEP there are two components where credit 
from Bank is involved. 
(i) Assistance to individual urban poor beneficiaries for gainful self 
employment ventures, projects upto Rs. 50000/- are to be financed 
by banks, 95% of the project will be loan component. Whereas 5% 
margin will be brought in by borrower. Subsidy at the rate of 15% of 
the project cost subject to maximum of Rs. 7500/- is available, 
(ii) Assistance to DWCUA (Development of women & children in urban 
areas groups) i.e. groups of atleast 10 urban poor women. These 
groups will be entitled to a subsidy of Rs. 125000/- or 50% of the 
project cost. Whichever is less. The group will bring in 5% as margin 
money. 
4.16.6 MARGIN MONEY SCHEME FOR KVIC 
KVIC Margin Money Scheme was introduced from 1996 with an 
objective of creating self reliance among the people by providing self-
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employment through village industries. Under the scheme 25% of the project 
in cost (in respect of project upto Rs. 10 LakJis) and additional 10% of 
project cost in respect of project ahove Rs. ]0 Lakhs upto Rs. 25 Lakhs) is 
provided as margin money by KVIC. In case of weaker section beneficiaries 
margin money @ of 30% is available upto project of Rs. 10 Laklis. The 
individual (age between 18 to 45 years) will be eligible for project upto Rs. 
10 Lakhs where as units / societies under KVIB fold vwll be eligible for 
project upto Rs. 25 Lakhs. The scheme available for viable village industries. 
The margin money is in the form of back end subsidy. 
4.16.7 RURAL HOUSING SCHEME 
A credit - cum subsidy scheme has been lanunched by govt, of India 
with consent of State Govt, from the year 1999. The target group under the 
scheme will be rural households having annual income upto Rs. 32000/-
Thc target area will be at least 20 Km from the me(ropolition and large town 
and 5 kms. away from small and medium towns. The upper loan limit eligible 
under the scheme is Rs. 40000/- and maximum subsidy which can be given 
under the scheme is Rs. 10000/-. The DRDA is the nodal agency for scheme. 
The schemes is applicable only, for new houses. 
In the next chapter, we will discuss about the role of State Bank of 
India in financing the priority sector with special reference to Aligarh district. 
We will discuss this chapter with the help of Secondary as well as primary 
sources. 
Chapter - 5 
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Chapter - 5 
THE ROLE OF STATE BANK OF INDIA IN 
FINANCING THE PRIORITY SECTOR IN 
THE DISTRICT ALIGARH 
This Chapter focuses the attention towards the role of State Bank of 
India in financing the priority sector specially in Aligarh district. To find out 
the role of State Bank of India, Aligarh we have collected Primary and 
Secondary data. Through secondary data, we have analysed the targets and 
achievements of the State Bank of India i.e. to say we will analyse how 
much the State Bank of India is successful in achieving its targets which 
was sanctioned to priority sector. In this regard we will analyse the financing 
position by the State Bank of India in the district and its impact on production 
and income of the borrower. We will also examine the impact of loan on 
individual borrowers by collecting the primary data with the help of 
questionnaire to Judge their economic condition as well as its result. We 
also took interview of some farmers as well as of some small scale 
industrialists. 
The data of Aligarh District was available from 1991 to 2001 
and the data of blocks was available from 1992-93 to 2000-2001. Through 
these data, we will analyse the lendings of the State Bank of India which was 
sanctioned to the priority sector. Lastly, we will analyse the primary data 
collected by myself to find out the impact of loan on the borrowers. 
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Table-5.1 
Branch Posilion of State Bank of India in Aligarh District 
Years Branches 
1991 27 
1992 27 
1993 27 
1994 27 
1995 27 
1996 27 
1997 27 
1998 27 
1999 22 
2000 22 
2001 22 
2002 23 
5.1 BRANCH POSITION 
Table 5.1 shows the Branch expansion position of the State Bank of 
India in Aligarh district that is to say this table show how much branch 
expended or closed between 1991 to 2001. As we have discussed in the 
previous chapter about the division of the district. Therefore from 1991 to 
1997 the data is undivided district and after 1998 to 2001 the data are available 
divided district. Till 1997 there were 27 branches including Main Branch of 
SBI in Aligarh district. There were no. expansion nor closed any branch of 
State Bank of India under this period from 1998 to 2001. Only 22 branches 
were left including main branch of SBI in Aligarh district. In Feb. 14, 2002 
one another new branch was opened only for small scale industries finance. 
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It was opened only for High value finance or for big borrowers. The total 
branch till 2002 was 23. The no. of branches shows that State Bank of India 
has more branchs than other banks in Aligarh district. 
Table-5.2 
Branch Position of State Bank of India according to Rural, 
Semiurban and Urbanwise in the district 
Year 
1998 
1999 
2000 
2001 
2002 
Rural 
5 
5 
5 
5 
5 
Semiurban 
8 
8 
8 
8 
8 
Urban 
9 
9 
9 
9 
10 
Total 
22 
22 
22 
22 
23 
Source: Revision Report of District Level 
5.2 BRANCH POSITION RURAL, SEMI URBAN & 
URBANWISE 
Table 5.2 shows the State Bank of India's branch position according 
to Rural Sector wise, semi-urban wise and urbanwise. That is to say this 
table shows how much branchs are working in rural areas financing how 
much branches arc working in semi urban areas' financing and how much 
branches are working in urban areas' lending. These data are from 1998 to 
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2001 that is these all the data of after division of Aligarh district. This table 
shows that 5 branches are in rural areas. Eight branches are working in semi 
urban area and nine branches are working in the urban areas. But in 2001 
one new branch was opened which raised the no. of urban branches. In 
2001 it was ten branches in Aligarh District. Total number of branches were 
twenty two till 2001 and in 2002, the total branches were twenty three. 
Table-5.3 
Service area of State Bank of India, Aligarh 
1. ATRAUIJ (largetcil area) 
State Bank of India - Atrauli 
2. 
3. 
1. Ahmadpur Ark Janakpur 
3. Atrauli Patti Nazaf Khan 
6.Ganiawali 
9. lyanatpiir Kasba 
12. Mithali Mtsfi Asrafabad 
2. Asarafabad 
4. Behrabad 
7. Gawn Khera 
10. Janinnpur 
13. Mohsnabad 
5. Balipur 
8. Gyaspur 
11. Kunwaipiir 
14. Pahargari 
15, Panihar Abdullahpur 16. Pilkliuni 17. Rajatau Seufur 
IS.Rajmargpur 19. Shekhupur 20. Swalipur 
BIJOLI - No branch of State Bank of India is working here. 
GANGIHI 
State Bank of India, Chharra 
l.Baikala 2.Baiklmrd 
(Targeted Area) 
3. Baroli 
4. Bhoiiai 5. Jasathal 6. Kamlabad 
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7. Satrapur 
10. Sunpahar 
13. ChhaiTah 
4. GONDA 
5. 
8. Siliawali 
ll.Dorai 
9. Siroli 
12. Lodliai 
State Bank of India, Beswan (Targeted Area) 
1. Alipura 2. Beswan 3. Bhanau 
4. Datau 5. Harondlia 6. Jehroli 
7. Jatwar 
10. Laklitiii 
13.NaglaPatola 
16. ShahpurTDihthhoi 
Not Targeted Area 
State Bank of India, Beswar 
1. Amaipiiia Dliana 
4. Gari Bucha 
7. Kascli Suija 
lO.Pacliliara 
13. UsaipurTarapur 
CIIANDOS 
8. Kalijari 
11. Mojipiir 
14. NaglaKama 
17. Tamotia 
I 
2. Vasval 
5. Gorai 
8. Kuwara 
11. Sliyamgari 
State Bank of India, Pisawa (Targeted Area) 
1. Balrampur 
4. Deta Sayeedpur 
7. Majapiir 
10. Raupiir 
13. Shalipui 
2. Dargwa 
5. Dharampur 
8. Pisawa 
ll.Roopnagar 
9. Kliirsoli 
12. Sunucja 
15. Rampiir 
18. Beswan 
3. Clihechliau 
6. Jamo 
9. Mehdoia 
12. Siidamawas 
3. Detaklmrd 
6. Jlokliari 
9. Rakrana 
12. Sawalpur 
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State Bank of India, Chandos (Targeted Area) 
1. Hliiinpui 2. Hadliiyaiul 
4. Bhagatpur 5. Bhagpur 
7. Chandos 8. Dilawaipur 
10. Jalakha ll.Jonhera 
13. Ramnagar 
16. Surajpur 17. Tajpur 
State Bank of India, Gabhana (Targeted Area) 
1. Arjunpur 2. Clmharpur 
4. Gwalara 5. Hasanpur 
7. Kaiihoi 8. Lalpur 
10. Mohnia 11. Nagla Natha 
13. Perai 14. Rampur 
16. Somna 
State Bank of India, Gabhana (Non Target Area) 
1. Anirat|)ur 2. Cheevanpur 3. Imalliara 
4. Jelirand 5. Kinhoa 6. Nawabpur 
7. Dig|)iir 8. Siiidlipur 9. Vccipur 
10. Chandner 11. Ghoroth 12. Hisel 
3. Balipur 
6. Gayanpur 
9. Jalkasere 
12. Kesra 
14. Rampur-Shahpur 15. Sudeslipur 
18. Tikii-Bhuwapur 
3. Gabhana 
6. Hursena 
9. Lahpw 
12. Ogar Nagla Ras 
15. Shyampur 
13. Jakliota 
16. Maharajpur 
19. RaseedpurGoiiia 
22. Karanpur 
25. Devpur 
28. Nomllahpur 
31. Kliempur 
14. Klieejarpur 
ITMarki 
20. Bamoti 
15. Khesamai 
18. Nagla Sama 
21.Barka 
23. Tlianpur 24. Bhagwanpur 
26. Dorau Chan dp ur 27. Madola 
29. Pahawati 30. Panhawar 
32. Bheempur 33. Raipiir 
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State Bank of India, Chandos (Non Targeted Area) 
1. Anjana 
4. Gangai 
7. Ganeslipur 
10. Sahejpur 
KHAIR 
State Bank of India, Kliair 
1. Enchana 
4. Bajhera 
7. Viroli 
10. Jaiara 
13.Kiratpur 
16. Magola 
19. Mukutpur 
22. Nayal 
25. Sehroi 
2. Balieia 
5. Nagla Padam 
8. Jamanka 
3. Dharaiiipui" 
6. Ugari 
9. Nagla Asu 
(Targeted Area) 
2. Akrawat 
5. Bhamrola 
8. Fateiigarh 
11. Kasiso 
14. Laxmangari 
17. ManpurKhurd 
20, Mehrola 
23. Neemkhera 
26. Sangrampur 
3. Airana 
6. Bhanoli 
9. Ismailpur 
12.KlieriaJhallu 
IS.Lohgari 
18.Mau 
21.Nayawas 
24. Rasulpiir 
27. Utwara 
State Bank of India, Pala Sallu (Targeted Area) 
1. Bcciampiir 2. Choguha 3.Jagatpur 
4. Kandoli 5. Komla 6. Kordli Rustampur 
7. Nandpur Pala 8. Pala Road 9. Royat 
10. Sujapur 
State Bank of India, Khair, ADB (Non Targeted Area) 
l.Edalpur 2. Bajeedpur 3. Bhanera 
4. Klieia Sattii 5. Nathela 6. Sabhapur 
7, Sawai Rliguiiathpur 
165 
8. 
TAPPAL - No Branch of State Bank of India is working in this block 
but financed by the Other Branches. These are as following. :-
State Bank of India, Khair (ADB) (Non Targeted Area) 
1. Wajidpur 2. Jaitoli 3. Foujaka 
4. Klieriakhurd 5. Madak 6. Nagaria Garoli 
7. Salempur 8. Salpur 9. Saiiipur Sorala 
State Bank of India, Khair (Non Targeted Area) 
1. Bashera 
4. Bharatpui 
7. Hajiapur 
10. Kalyanpur 
13. Keelpur 
16. Piempur 
DHANIPUR 
State Bank of India, Harduaganj (Targeted Area) 
2. Balampur 
5. Bichpuri 
8. Hiipur 
ll.Kamalpur 
14. KheriaBujurg 
17. Takipur 
3. Baluapur 
6. Bulakipur 
9. Jarana Nagalia 
12. Karanpur 
15.Liatari 
l.Barkatpur 
4. Imlani 
7. Molikal 
10. Sannastpur Mahua 
3. Harduaganj Deliat 
6. Mohanpur 
9. Sharh pur 
2. Gurakran 
5. KhanAlampur 
8. Nagla Kulia 
11. Harduaganj 
State Bank of India, Jalali (Non Targeted Area) 
l.Branadi 2. Bhawangari 3. Visawanpur Silla 
4. Chhirawali 5. Daudpur 6. Kalai 
7. Mirpur 
State Bank of India, Harduaganj (Non Targeted Area) 
1. Ajamabad Machliua 2. Burasi 3. Kliari 
4 Mai 5. Rehzupur 6. Sikandarpiu" 
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JAWAN 
Stale Bank of India, Chcrat (Targeted Area) 
1. Alampur Suwkar Khalsa 2. Alampur Surkaramafi 3. Iniloth 
4. Cherat-Suriyal S.DlionahMafi 6. Imloth 
7. Malieshpur 8. Mahjorrgari 9. Miijapur Sia 
10. Ramgarh - Panjupur 11. Ratlii gawn 12.Sikanderepur-Cherat 
State Bank of India, Cherat (Non Targeted Area) 
1. Amroli 
4. HaiwatpurSia 
7. Kastali Vaisli 
3.DaudpurKota 
6. Jangalgari 
9. Madanpur Chabila 
12. RajukpurSia 
15. Sumeipur 
2.WahadpurKota 
5. Jmalpur Sia 
8. Kota- Khas 
10. Pala (Majara Kastly Vaish) 11. Pohina 
13. SamastpurKota 14. Siakhas 
16. Sunana 
10. LODHA 
State Bank of India, Baradwari, Aligarh (Targeted Area) 
1. Barola Jafiabad 2. Bbagwanpur 3. Bankii Klias 
4. Bhikampur 5. Bulakgari 6. Iliaspur 
7. Klicii Kii.slikliiibar 8. Mchrawal 
State Bank of India, Baradwari, Aligarh (Non-Targeted Area) 
1. Abupur 2. Alimadpur (Amarkhan) 3. Ajitpur Asna 
4. Esi 5. Asneti 
7. Chhahari 8. HusainpurBujurg 
10. Jahangeerabad (Asneta) 11. Kheria (Kluiasabad) 
13. Madar Kbera 14. Mukutgari 
16. Nogawan Aijuii 17. Pala Esi 
6. Beetana 
9. Inayatpur Bajbera 
12. Lalgari 
IS.Nagla Jliau 
18. Sabaranpur 
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19. Sidharpur 
22. DadoliFatehkhaii 
25. Kothia 
28. ManoharKayasth 
Sl.Nohati 
34. Rustampur Saktaklian 
20. Bhakroli 
23.BliadesiMafi 
26. Madrak 
29. Mukandpur 
32. Piiriawaii 
35. Samastpurkeerat 
11. AKRABAD - No Branch of State Bank of Indij 
12. IGLAS 
State Bank of India, Iglas (Targeted Area) 
l.Badampur 
4. Bhaiatpui 
7. Kishanpur 
lO.Karthala 
IS.Ratroi 
16. Sahara Khurd 
19.rikapur 
2. Balipur 
5. Bhilpur 
8. Dokali 
ll.Kemawali 
14. NayaNagar 
17. Kindhari 
20. Udambra 
21. Darana Meenped 
24. Dolatabad 
27. Mainath 
30. Nagla Mansingli 
33. UrfGambhiipura 
36. Shalipur Madrak 
1 is working here. 
3. Bakampur 
6. Bisawali 
9, Gursena 
12. Lalpur 
15, Sahara Kala 
18. Sitapur 
21. Iglas 
State Bank of India, Hathras (Non-Targeted Area) 
l.lliyaspiirBliawan 
4. Bichola 
7. Novvla 
10. Jaroth 
13. Mahua 
16. Mohreni 
19. NaglaMishria 
22. Ranmagar 
2. Barok 
5. Vidirka 
8. Haiwatpur 
ll.Jatholi 
14. Maodumpur 
17. Nagla Bhura 
20. Nawalpur 
23. Rampur 
3. Bhora Godra 
6. Visiiara 
9. Hastpur Chandfari 
12. Koakhera 
15. Maiioharpur 
18. Nagla Dayal 
21.Madola 
24. Udaypura 
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25. RustampurGatna 26. RustampurKhojna 27. Taharpur 
28. Aniia Kliasarau 29. Gara Khera 30. Pissawa 
State Bank of India, Iglas (Non-Targeted Area) 
l.Juar 2. GariDliani 3. Lalgari 
4. Makroli 5. Nayawas 6. Satliini 
7. Gandhi Gram 8. Kandli 9. Mohkampur 
10. Naya 11. Satloni Kala 12. Satloni Kliurd 
13. Subhash Gram 14. Tarsara 
5.3 SERVICE AREA OF THE STATE BANK OF INDIA 
Table - 5.3 shows the service are of State Bank of India in Aligarh 
Distt. Table - 5.3 shows the distribution of villages among the blocks which 
are financed by State Bank of India. State Bank of India divided these 
blocks and villages into two category. These are targeted area and non-
targeted area. Targeted area covers only small financing that is to say the 
loan is given to small borrowers for short period and not more than Rs. 
25,000/- while in Non - Targeted areas the Bank is free to finance more than 
Rs. 25,000/-
The number of total villages are 384 which are financed by State 
Bank of India under ten blocks. Aligarh covers twelve blocks and 1212 
villages. From which only in nine blocks The State Bank of India has its 
branches these are Atrauli, Gangiri, Gonda, Chadaus, Khair, Dhanipur, Jawan, 
Lodha and Iglas. The three blocks Bijoli, Tappal and Akrabad have no 
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branch of State Bank of India, These blocks are generally financed by other 
nationalised banks. Some amount is financed by other branches of State 
Bank of India to these blocks. That is Bijoli is financed by Khair and Aligarh 
branches. Tappal is financed by SBI, Khair and Khair ADB branches and 
Akrabad is financed by Hassayen branch which was transferred to newly 
created district Hathras. 
Out of total villages 32% villages are financed by State Bank of India. 
68% villages are financed by other nationalised Banks RRB's UPFC and 
other Cooperative Banks. This shows the largest financing by the State 
Bank of India. If we take average we find that one branch of State Bank of 
India is working under 15 villages. 
Table-5.4 
Credit and Deposit Position of State Bank of India Aligarh 
(Amount in Thousands) 
Years 
(1) 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
Total 
Dq)osit 
(2) 
1335041 
1431438 
1547313 
1830299 
21354* 
228636 
30242* 
3485918 
3855438 
5093491 
5792165 
* Amount in Lacs 
PSL = 
Total 
Credit 
(3) 
547878 
519467 
541560 
563038 
6823* 
719955 
7973* 
900054 
953987 
108987 
1328218 
Piiority Sector Lending 
C/D Ratio 
(4) 
41.00 
36.00 
35.00 
30.76 
32.00 
31.50 
26.36 
26.10 
24.74 
21.38 
22.91 
C/D = 
Piiority 
Sector 
Lending 
(5) 
439189 
435989 
444365 
468447 
3685* 
48207 
6666* 
739482 
771760 
894007 
977106 
%age 
of 
PSL 
as a i 
ratio 
of 
Total 
Credit 
(6) 
80.16 
84.00 
82.00 
83.19 
54.00 
86.00 
83.00 
82.00 
81.00 
82.00 
73.00 
= Credit / Deposit Ratio 
%age 
of 
PSL 
is a ratio 
ofTotal 
Deposit 
(7) 
32.00 
30.00 
28.00 
25.00 
17.00 
21.00 
21.00 
21.00 
20.00 
17.00 
17.00 
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5.4 NORMS FOR PRIORITY SECTOR LENDING 
Our discussion so far has proceeded without questioning the basic 
RBI stipulation that is certain proportion (40%) of net bank credit should be 
provided for the priority sector of the economy. We wish to question the 
basis of this stipulation, namely, the linkage of priority sector credit to net 
bank credit instead of the total bank deposit. This assumes significance 
especially in the context of a decline in the Credit-Deposit ratio of State 
Bank of India in the Aligarh district. Table 5.4 during the current decade of 
the 1990s. It has been seen that the Credit-Deposit ratio of banks has come 
down from 41% in 1991 to 22.9% in 2001. Since the quantum of credit 
disbursed to priority sector is calculated as a percentage of net credit 
disbursed which in itself is coming down, it automatically follows that the 
quantum of credit disbursed to the priority sector as a proportion of total 
bank priority sector as a proportion of total bank deposit will also decline. 
This will be so even if the ratio of priority sector credit to total credit remains 
unchanged. Actually however, as can be seen from table 5.4, this ratio itself 
has been fluctuating between 1991 to 2001 the ratio of priority sector 
advances to total bank credit (Col. 6) declined from 80.16% in 1991 to 73% 
in 2001. As a result the proportion of priority sector advances to total bank 
deposit (Col. 7) fell from 32% in 1991 to 17% in 2001. This fall was due 
partly to the decline in overall credit - deposit ratio of SBI from 41 % in 1991 
to 22.9% in 2001 and partly to the decline in the ratio of priority sector 
advances. 
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In the light of above we would like to argue that instead of stipulating 
a floor level of priority sector lending as a proportion of net bank credit, the 
stipulation should be such as links priority sector lending to total bank 
deposit. This should be so if the purpose is to allocate a certain minimum 
proportion of bank deposit to specified sectors of the economy and not 
base the allocation to these sectors to the decision governing the overall 
distribution of bank deposit between bank advances and bank investments. 
5.5 LENDING PERFORMANCE OF STATE BANK OF INDIA, 
ALICAKII 
Table -5.5 shows the secondary data of the Aligarh District's priority 
sector lending from 1991 to 2001 which was lent by the State Bank of 
India. Year 1991 shows the total target was of Rs. 104689 thousand and 
achievement was of Rs. 84023 thousand Rs.79393 thousand was targeted 
to finance the agriculture but SBI financed only Rs. 76596 thousand. 
This shows a gap between target and achievement of Rs. 2797 
thousand. Likewise Rs. 9000 thousand was targeted to finance the small 
scale industries but actually the amount was financed only of Rs. 3280 
thousand. This Sector also shows the resource gap between target and 
achievement. This gap is of Rs. 5720 thousand. Rs. 16296 thousand was 
targeted for the other priority sectors but Rs. 4147 thousand was financed. 
This also shows a resource gap of Rs. 12149 thousand between target and 
achievement. Only 80% amount is financed, tendings towards small scale 
industries and other priority sector was not much satisfactory. 
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The year 1992 shows the total target to finance the priority sector 
was Rs. 149598 thousand and its achievement was only of Rs. 66341 
thousand. There is Resource gap between target and achievement of Rs. 
83249. Thousand Rs. 89163 was targeted to the rural sector. But the target 
could not fully achieved. Only Rs. 54840 thousand was lent. It has a gap of 
Rs. 34323 thousand between target and achievement. Rs. 24409 thousand 
was targeted to lend the small scale Industries from which only Rs. 6479 
thousand was financed. Bank could not achieve the target in SSI's lending. 
Other priority sector was targeted of Rs. 36026 thousand but financed 
Rs. 5022 thousand. Rs. 31004 thousand was the resource gap between 
target and achievement. Only 44% amount was financed to the priority sector 
till the year 1992. This position is more poor than the year 1991. 
In the year 1993, the total amount of Rs. 113469 thousand was targeted 
to finance the priority sector but the target was achieved only of Rs. 87806 
thousand i.e. only 77% amount was financed to the prority sector. 
Rs. 78066 thousand was targeted to the agriculture and allied sector but 
only Rs. 63848 thousand was lent to this sector. There is a resource gap of 
Rs. 14218 thousand between target and achievement. Rs. 19356 thousand 
was target for SSIs. Rs. 20474 thousand was lent to SSI's. Rs. 16047 
thousand was targeted to other priority sector. Only Rs. 3484 thousand was 
financed. The target could not be achieved year 1993 shows the satisfactorily 
lending to SSIs but total lending to priority sector was not in satisfactory 
position. 
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In the year 1994, for priority sector lending total amount was targeted 
of Rs. 75807 thousand and financed the amount of Rs. 134816 thousand. It 
was much more than the target and about 179% amount was financed to the 
priority sector. Rs. 53573 thousand was targeted for agriculture and allied 
sectors and financed Rs. 67863 thousand. It was more than the target. 
Likewise Rs. 12879 thousand was targeted for SSIs but financed Rs. 62644 
thousand. This amount was five times more than the target. Rs. 9355 thousand 
was targeted for other priority sector but only Rs. 4309 thousand was 
financed. This year shows the successful lendings towards the agriculture 
& allied and SSIs but the result of other priority sector was not satisfactory. 
In the year 1995 Rs. 105670 thousand was targeted to priority sector 
financing and Rs. 170141 thousand was financed which was more than the 
target i.e. 159% amount was lent to the priority sector. Rs. 75989 was targeted 
to the rural sector area but actually it was financed more than the target. It 
was Rs. 83033 thousand. Likewise for SSIs Rs. 17256 thousand was targeted 
and actually it was financed much more than its target. It was Rs. 77947 
thousand. This amount was four times more than the target. Rs. 12425 
thousand was targeted for other priority sector and financed only Rs. 9161 
thousand. It was less than the target. This year shows that agriculture & 
allied sector and SSI was successfully lent. But the target of other priority 
sector was not sucessfully achieved by the bank. 
The year 1996 shows Rs. 145271 thousand was targeted to the priority 
sector and achievement was more than the target. It was the amount of Rs. 
185386 thousand. About 127% finance was lent. Rs. 94256 thousand was 
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targeted for agriculture and allied sector while financed only Rs. 90562 
thousand. It shows the fall down again. It was less than the target. Rs. 
28188 thousand was targeted to the SSIs and financed Rs. 70749 thousand. 
This amount is about three times more than the target and target was 
successfully achieved. Rs. 22827 thousand was targeted to other priority 
sector and Rs. 24075 thousand was lent to other priority sector. Target was 
achieved successfully. 
Year 1997 shows that the priority sector was successfully financed 
by the State Bank of India. Rs. 177256 was targeted to the total priority 
sector and financed Rs. 241272 thousand which was more than the target. 
136% amount was financed to the priority sector. Rs. 1049400 thousand 
was targeted to the Agricultural and financed Rs. 129818 thousand which 
was more than the target. Likewise Rs. 39545 thousand was targeted to 
SSI, and financed Rs. 83612 thousand. It was also more than the target. 
Rs. 28311 thousand was targeted to other priority sector but lent Rs. 27842 
thousand. Bank could not achieved the target to finance the other priority 
sector. 
Rs. 227445 thousand was targeted to finance the priority sector in the 
year 1998 but financed Rs. 265465 thousand. This amount was more than 
the target. 117% amunt was lent to the priority sector. Rs. 143876 thousand 
was targeted to agriculture and financed Rs. 171321 thouand which was 
also more than the target and the target was successfully achieved. For SSI 
sector Rs. 46897 thousand was targeted and financed Rs. 39067 thousand. 
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This year shows the dechne in the amount of achievement and the State 
Bank of India was failed to achieve the target of SSI sector. Rs. 36672 
thousand was targeted to finance the other priority sector and financed Rs. 
55077 thousand which shows the increment in achievement. 
In the year 1999 Rs. 211845 thousand was targeted to the priority 
sector and financed Rs. 212053 thousand which shows 100% coverage of 
target. Rs. 132884 thousand was targeted to agriculture while financed Rs. 
138552 thousand. This result shows 100% achievement of the target. For 
SSI Rs. 46191 thousand was targeted. But financed Rs. 31602 thousand 
which shows decline in the amount of achievement. For other priority sector 
Rs. 32770 thousand was targeted while financed Rs. 41899 thousand which 
shows increment in the achievement and other priority sector was successMly 
financed. 
In the year 2000 Rs. 258777 thousand was targeted to the priority 
sector but financed Rs. 3695755 thousand which shows that the achievement 
was more than the target and 142% amount was financed. Rs. 158096 
thousand was targeted to agriculture and financed Rs. 161744 thousand. 
The achievement was more than the target. Rs. 54711 thousand was targeted 
to SSIs while financed Rs. 143527 thousand which was three times more 
than the target and target was successfiiUy achieved. Likewise Rs. 46040 
thousand was targeted to finance the other priority sector while financed 
Rs. 64304 thousand which shows that the target was successfully achieved. 
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In the year 2001 total amount was targeted Rs. 301767 thousand to 
priority sector and achievement was Rs. 540141 thousand which was much 
more than the target and the target was successfully achieved. 181 % amount 
was financed to priority sector. Rs. 183337 thousand was targeted to 
Agriculture and achieved the target of Rs. 166226 thousand which was less 
than the target and bank failed to achieve the target of agriculture. For SSIs 
Bank had the target of Rs. 63820 thousand but financed more than the 
target which was of Rs. 129054 thousand. Likewise Rs. 54610 thousand 
was targeted to finance other priority sector and actually financed Rs. 250861 
thousand which was about five times more than the target. 
If we take total target and achievement of this one decade 
(1991 -2001) we find that the bank has successfully financed to the agriculture 
and allied sector. The total target to finance the priority sector for this decade 
was 1871594 thousand and achievement was 2363019 thousand which was 
the 126% of the target. For SSI bank has targeted Rs. 362252 thousand and 
financed Rs. 668435 which also shows that the achievement was more than 
the target. It shows again the successful lendings to the small scale industries. 
Likewise Rs. 311379 thousand was targeted for the other priority sector and 
financed Rs. 490181 thousand which was also again more than the target. 
We can say in the Aligarh District the State Bank of India is playing a 
pioneer role in the development of the priority sector. 
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5.6 BLOCKWTSE LENDING PERFORMANCE OF SBI TO THE 
PRIORITY SECTOR 
Table 5.6 to 5.14 shows the blockwise analysis from the year 1992 to 
2000. As we have discussed in the previous chapter about the division of 
the district. Therefore from the year 1992 to 1997 we took Hathras as a 
block of Aligarh district that is to say we have included the performances of 
17 blocks. From 1998 to 2000 we have taken the data of divided district. 
5.6.1 PERFORMANCE OF THE YEAR 1992-93 
Table 5.6 shows the data of 1992. The State Bank of India targeted 
of Rs. 97111 thousand to finance these fourteen block. From which 
Rs. 74634 thousand was targeted for agriculture. Bank lent Rs. 46831 
thousand for agriculture. The credit was less than the target. Likewise Rs. 
10360 thousand was targeted for allied sector but only Rs. 5275 thousand 
was financed which was about 50% of the target. Rs. 6325 thousand was 
targeted to small scale industries from which only Rs. 4155 thousand was 
financed to Small Scale Industries.. Rs. 5792 thousand was targeted for 
other priority sector financing and Rs. 2228 thousand was lent. The total 
amount wliich was financed to the priority sector was Rs. 58522 thousands. 
Only 60% amount was financed of the target. Bijoli, Sasni and Tappal these 
three block's data was not available. This is poor financing by the State 
Bank of India in development of the priority sector. 
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5.6.2 PERFROMANCE OF THE YEAR 1993-94 
Table 5.7 shows the data of 1993-94. In the year 1993-94 the State 
Bank of India had targeted of Rs. 61130 thousand to finance the priority 
sector of these 14 blocks. From which Rs. 48889 thousand was targeted to 
Agriculture financing and Rs. 47101 thousand was lent under these blocks 
which was 96.3% of the target. Rs. 5518 thousand was targeted to aUied 
sector and Rs. 5880 thousand was lent. Which was 106.5% of the target. 
Rs. 3378 thousand was targeted to SSI lending but only Rs. 795 thousand 
was lent which was only 23.5% of the target. Likewise Rs. 3345 thousand 
was targeted to other priority sector but only Rs. 1751 thousand was lent 
to the other priority sector which was 52% from the target. The total amount 
which was financed to the priority sector was Rs. 55527 thousand. It was 
90.8% of the target. The data was not available of the three blocks Bijoli, 
Sasni and Tappal. 
181 
o 
• * -> 
u 
o 
Si 
a 
OS 
d 
o 
^ P2 
.a 
I 
c 
o 
C o 
m 
oa 
o 
1/3 
H m —I lo - ^ CN —I 
S 
« 
CO _ _ 
i r i ' ^ ' - ' T j - v o i n - H ' ^ i n H ' - i wS 
^ ^ 
1 1 1 
<i<i<i 
Z 2 Z 
v) 2 
O 
SI 
» 
i ^ 3 g 5 g S i 2 < = ^ i ^ i I I I 
^ 
sg § ' ^ 
^ ^ ^ 
I S« P 
-- ^ 2 2 Z 
^ ^ § g S § ^ ^ ^ S ^ ?J ^ 3 I I I 
a 
• • ^ ^ ^ ^ 
I I I 
\ o v i ^ r 4 r J t - ^ o o H o ^ >r, ^ ^ ^-; 
§ 1 i 3 ^ ^ ^ ^ 
5c i/i 03 i/i H 
^ H m -tf "/n 'O f-
ve 
V) 
00 i^ 
00 «n 
o 
00 
o J^  
^i? 
182 
5.6.3 PERFROMANCE OF THE YEAR 1994-95 
Table 5.8 shows the data of 1994-95. Year 1994-95 shows the data of 
17 blocks. State Bank of India had targeted of Rs. 79817 thousand to finance 
the priority sector of these blocks in 1994-95. Rs. 64310 thousand was 
targeted to finance agriculture and Rs. 54256 thousand was lent to agriculture 
which is 84.3% of the target. Rs. 7758 thousand was targeted to finance 
allied sector and Rs. 7209 thousand was lent to this sector. It is about 93% 
of the target. Rs, 2982 thousand was targeted to SSIs but financed Rs. 992 
thousand which was only 33% of the target. This shows very poor financing 
for the SSIs. Likewise Rs. 4767 thousand was targeted to other priority 
sector lending from which only Rs. 2433 thousand was lent which was 
51% of the target. Total achievement was of Rs. 64890 thousand to finance 
the priority sector which was only 81% of the target. 
5.6.4 PERFROMANCE OF THE YEAR 1995-96 
Tabic 5.9 shows the data of 1995-96. In the year 1995-96 the State 
Bank of India had targeted of Rs. 109138 thousand to finance the priority 
sector. From which Rs. 85816 thousand was targeted to finance the 
agriculture and Rs. 72143 thousand lent to agriculturists which was 84% of 
the target. Rs. 12635 thousand was targeted for allied sector from which 
only Rs. 8300 thousand was financed to allied sector. Only 65.6% was 
financed to allied sector. Rs. 4438 thousand was targeted to SSIs from 
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which only Rs. 931 thousand was lent to the Small Scale Industries which 
was 20.9% of the target. Rs. 6249 thousand was targeted to other priority 
sector from which Rs. 5487 thousand was financed to other priority sector. 
This was the amount of 87.8% of the target. Total amount which was financed 
Rs. 86861 thousand which was 79% of the target. The total lendings was 
not satisfactory. 
5.6.5 PERFROMANCE OF THE YEAR 1996-97 
Table 5.10 shows the data of 1996-97. In the year 1996-97 the State 
Bank of India had targeted to finance the priority sector lending of 
Rs. 138999 thousand. From which Rs. 104741 thousand was targeted to 
finance the agriculture but only Rs. 77489 thousand was lent to the agriculture. 
Rs. 16331 thousand was targeted to finance the allied sector fi-om which 
Rs. 12472 thousand was lent to this sector which was 76% of the target. 
Rs. 6494 thousand was targeted to small scale industries but financed Rs. 
2226 thousand which was the 343% of the target. Rs. 5433 thousand was 
targeted to other priority sector and Rs. 8038 thousand was lent which was 
more than the target. It was about 148% of the target. Total amount, lending 
which was lent to the priority sector, was Rs. 100225 thousand which was 
75.3%) of the target. The total lending was satisfactorily except small scale 
industries. The performance of Tappal and Bijoli was better than the past 
three years but there was not bettemess in the performance of Sasni and 
Akrabad. These were the blocks which was pooriy financed. 
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5.6.6 PERFROMANCE OF THE YEAR 1997-98 
Table 5.11 shows the data of 1997-98. In the year 1997-98 the State 
Bank of India had targeted of Rs. 224998 thousand to finance the priority 
sector of these 17 blocks. From which Rs. 123764 thousand was targeted 
to agriculture and Rs. 159103 thousand was lent to agriculture which was 
more than the target. It was about 128.6% of the target. Rs. 18065 thousand 
was targeted to finance allied sector from which Rs. 12612 thousand was 
lent to allied sector. This was about 69.8% of the target. Rs. 46747 thousand 
was targeted to finance small scale industries from which Rs. 39067 was 
lent. It was about 83.5% of the target. Rs. 36422 thousand was targeted to 
finance the other priority sector Rs. 55097 thousand was lent to other priority 
sector. It was about 151.2% of the target. Total amount, which was lent, 
was Rs. 265879 thousand of the target which was more than the target. 
118% was the amount which was lent. This years performance shows better 
than the past four years including with small scale industries. If we see last 
four, year's performance of SSI's we find that the amount was lent not more 
than 35% and this year it was 83.5% Now we can say overall performance 
of this year is satisfactorily. 
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5.6.7 PERFROMANCE OF THE YEAR 1998-99 
Table 5.12 shows the data of 1998-99. In the year 1998-99 the State 
Bank of India had targeted Rs. 17538 thousand to the priority sector. From 
which Rs. 15668 thousand was targeted for agriculture. Rs. 27947 thousand 
was lent to agriculture wliich was 178.3% of the target. Rs. 630 thousand 
was targeted to allied sector and Rs. 1719 thousand was lent to allied sector 
it was 273% of the amount which was targeted. The target amount was very 
small. Rs. 290 thousand was targeted to small scale industries from which 
Rs. 177 thousand was financed to small scale industries. It was 61% of the 
target. Rs. 950 thousand was targeted to other priority sector lending and 
Rs. 2382 thousand was lent to other priority sector. It was 251% of the 
amount which was targeted. Total amount, which was lent, was Rs. 32225 
thousand. It was 183.7% of the target. Total performance of this year is 
satisfactorily. All the sectors were financed more than the target except the 
small scale industries. In Tappal and Bijoli, bank also showed good 
performance except the field of small scale industries. But in Akrabad, Bank 
again shows a poor performance. 
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5.6.8 PERFROMANCE OF THE YEAR 1999-2000 
Table 5.13 shows the data of 1999-2000. In the year 1999-2000 the 
State Bank of India had targeted of Rs. 96421 thousand to finance the 
priority sector of these blocks. Rs. 57441 thouand was targeted to agriculture, 
Rs. 70037 thousand was lent to the agriculture which was more than the 
target. It was about 121% of the target. Rs. 5455 thousand was targeted to 
allied sector but financed only Rs. 2149 thousand which was 39.3% of the 
target. Rs. 13050 thousand was targeted to finance small scale industries 
and financed Rs. 23024 thousand which was more than the target. It was 
176.4%) of the target. Rs. 20475 thousand was targeted to other priority 
sector but financed Rs. 25525 thousand. It was also more than the target. It 
was 124.6%) of the target. Total amount, which was lent, was Rs. 12073 
thousand which was also more than the total target. It was 125.2%) of the 
target. All over performance of this year was better than the previous years 
except the allied sector performance. The performance of Akrabad block 
was also better than the last years but the performance of Bijoli and Tappal 
was not much satisfactorily. No amount was targeted to finance Bijoli and 
Tappal inspite of it only agriculture was lent. 
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5.6.9 PERFROMANCE OF THE YEAR 2000-2001 
Table 5.14 shows the data of 2000-2001. In the year 2000-2001 the 
State Bank of India had targeted of Rs. 128160 thousand to finance the 
priority sector. From which Rs. 112611 thousand was targeted to finance 
the agriculture from which Rs. 102997 thousand was lent to agriculture. 
This was 91.4% of the target. Rs. 7948 thousand was targeted to finance 
the allied sector. Rs. 8145 thousand was lent to allied sector. It was 102% of 
the target. It was again more than the target. Rs. 1475 thousand was targeted 
to Small Scale Industries. And actually Rs. 2405 thousand was lent to small 
scale industries. It was also more than the target. It was 163% of the target. 
Rs. 6130 thousand was targeted to finance other priority sector and financed 
Rs. 7258 thousand which was more than the target. This was the amount of 
118.4% of the target. Total amount, which was lent, was Rs. 120805 
thousand. Total amount, which was lent, was 94.2% of the total target. This 
year data shows in Bijoli, Tappal and Akrabad had again poor lending picture. 
Atrauli and Iglas was not targeted to Small Scale Industries. Only Gangiri, 
Gonda, Chandaus, Khair, Dhanipur, Jawan had targeted to finance SSI's. 
The amount of lending was small. It cannot be said a good supply of finance 
to this sector. State Bank of India should raise their funds for small scale 
industries finance because it is the important part of our economy. 
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5.7 REPORT OF FIELD SURVEY 
Appendix-A and Appendix-B shows the report of field survey. This 
field survey was done by myself through random sampling. There are ten 
sectors which were included in the priority sector. As we have discussed in 
the second chapter of this study in details (Page No. 61). I have selected 
agriculture and small scale industries for my field survey. Due to lack of 
time, I am unable to survey all the sectors which comes under priority sector. 
This survey reveals the impact of bank loan on the borrowers. I have collected 
the addresses of 100 borrowers from the three branches of the State Bank 
of India, Aligarh. I have selected block Lodha with five villages (Bhankri, 
Bikampur, Bhagwanpur, Khera Khushkhabar and Barola Jafrabad) for 
agricultural field survey I have collected the addresses of 60 agriculturists 
from city branch. State Bank of India, Aligarh and addresses of 40 small 
scale industrialists were collected from the three branches of State Bank of 
India, Aligarh. Industrial field survey was done in the district. Therefore the 
addresses of 15 borrowers, 1 have collected from city branch. State Bank 
of India, Aligarh. The addresses of another 10 borrowers, I have collected 
fi-om the Industrial Estate Branch, State Bank of India, Aligarh and addresses 
of another 15 industrialists, I have collected from specialised small scale 
industries branch, State Bank of India, Aligarh. We have prepared the 
questionnaire for both agriculture and small scale industries separately which 
is included in the thesis. Through this study, an attempt has been made to 
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find out the impact of loan on the borrowers whether they are benefitted 
after investing the loan or not. 
5.7.1. ANALYSIS OF AGRICULTURE SURVEY 
Appendix A shows the report of Agricultural field survey in which I 
have mentioned the Sl.No, Name of the Borrowers, Father's/ Husband Name, 
Village, Amount of Loan, Rate of Interest, Impact of Loan which includes 
Income before borrowing the loan monthly and yearly, Income after investing 
the loan, monthly and yearly. I choosed Lodha Block for my field survey 
from where I have collected the data of five villages, Bhankri, Barola Jafrabad, 
Khera Khushkhabar, Bhagwanpur, and Bhikampur. These all villages comes 
under the targeted area. 
I have computed the average income of borrower monthly and yearly. 
To know the impact of bank loan I have taken the income before borrowing 
the loan and income after investing the loan. I minus income before borrowing 
the loan from income after investing the loan. If the difference between 
these two is zero it means bank loan have no impact on income of the 
borrower. That is impact is constant. If the difference between these two is 
in negative form it means borrowers are in loss and bank's loan have the 
netgative effect. It will create loss to the borrower as well as to the banks. If 
the difference between both is positive, it will show the increment in the 
income of the borrower that is it will generate new income. It will profitable 
to the borrower as well as to the banks. 
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5.7.2 COMPUTATION 
Therefore after computation of the income of the farmers the results 
are as following :-
(a) Average Net Income of Total Farmers 
Total Amount of Income 
Total No. of People 
(b) Per Month Net average Income of the farmers PM=Per Montli 
Total Amount of Income P.M. 
Total No. of People 
(c) Per Annum Net Average Income of the Farmers 
Total Amount of Income Per Annum 
Total No. of Farmers 
(I) Result of Income Before Borrowing the Loan 
Total Monthly Income before borrowing the loan = Rs. 72700 
No. ofFarmer = 60, .-. 72700/60 =Rs. 1211.67 
Average Per Month Income = Rs. 1211.67 Per Farmer 
Total Yearly Income before borrowing the loan = Rs. 872400 
Total No. of People = 60 
872400/60 = Rs. 14540 
Average Per Annum Income = Rs. 14540 Per Farmer 
(II) Result of Income After Investing the Loan 
Total Monthly income after investing the Loan = Rs. 83200 
Total No. of People = 60 
.-. 83100/60 = Rs. 1386.67 
Average Per Month income = Rs. 1386.67 Per Farmer 
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Yearly income after investing the loan = Rs. 998400 
Total No. of People = 60 
998400/60 = 16640 
Average Yearly Income = Rs. 16640 Per Farmer 
(III) Impact of Loan 
Net average monthly income after investing the loan -
Net Average monthly income before borrowing the loan 
Rs. 1386.67-Rs. 1211.67 = Rs. 175.00 
Rs. 175.00 
Net Average yearly income after investing the loan -
Net average yearly income before borrowing the loan 
Rs. 16640-14540= 2100 
The field survey of the rural area shows the impact of loan on the 
borrowers. The total income before borrowing the loan was Rs. 72700 of 
the sixty farmers. The average net monthly income before borrowing the 
bank loan is Rs. 1211.67 as per farmer. Likewise after investing the loan the 
total income of the sixty farmers was Rs. 83200. The average net monthly 
income after investing the loan amount comes out Rs. 1386.67 as per 
farmer. The difference between both is Rs. 175.00 per month. It shows the 
income increased Rs. 175.00 per month of per borrower. 
Likewise the yearly total income of the 60 borrowers was Rs. 872400 
before borrowing the loan. The average net yearly income of per farmer 
comes out after calculation Rs. 14540 as income before borrowing the loan. 
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The total income of 60 fanners after investing the loan is Rs. 998400. The 
net average income after investing the loan comes out Rs. 16640 as per 
farmer. The difference between both is shown of Rs. 2100 per annum. It 
means Rs. 2100 is the yearly increment in the income of per borrower. The 
92% farmers are benefited after investing the loan. Only 8% farmers get loss 
according to Appendix A. The role of Banks can not be ignored in Economic 
Development. 
5.7.3 ANALYSTS OF INDUSTRIAL SURVEY 
Appendix B shows the report of field survey of Small Scale Industries, 
1 want to state that the industrialists did not show any information about 
their Income and Expenditure. They answered in Yes/No. And the answers 
of all the industrialists was positive that is to say they told me that their 
income increased after investing the loan. In the Appendix B, I mentioned 
Sl.No, Name of the Industries and their Addresses, Amount of Limit and 
the rate of interest. 
If the borrower borrowed the loan upto Rs. 25 thousand the rate of 
interest is 11%, if they borrowed more than Rs. 25,000/- upto upto less than 
2 Lakh the rate of interest is 12%. If he borrowed more than Rs. 2 Lacs the 
rate of interest will be 13% on the borrowing amount. If the loan is sanctioned 
under govt, schemes the subsidy on limit amount has been given upto 15% 
of the limit amount and maximum on Rs. 7500/- (according to the bank 
norms) under government schemes for SSI unit upto Rs. 2 Lacs can be 
sanctioned and for SBF it is upto Rs. 1 Lac. Interest is charged according 
to the bank norms. In details about the Govt. Schemes, we have discussed 
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in Chapter 2 (Page 89). Loan was sanctioned in Appendix B, (Serial No. 11, 
12 and 20) under Govt. Scheme. Therefore, the rate of interest will be charged 
according to the bank norms. But rate of interest is different in exporters 
case. If export bills repaiyed within 30 days the rate of interest will be 
7.85%, if export bills repaiyed upto 90 days the rate of interest will be 8%. 
If export bills repaiyed after 90 days the rate of interest will be 11%. In 
Appendix B from the S.No 26 to 40 they are exporters. Therefore they paid 
interest rate on limit amount according to the bank norms. 
In the next chapter, we will discuss about the findings, conclusions 
and suggestions. 
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Chapter - 6 
FINDINGS, CONCLUSION AND 
SUGGESTIONS 
6.1 CONCTJISTON 
It is more than four decades of the State Bank of India's establishment 
which has witnessed a tremendous progress all over the country. The State 
Bank of India has been playing a vital role in the development of Indian 
economy till the advent of establishment of the State Bank of India under 
the Parliament act 1955. Before 1955 Banks in India were known to be 
working purely on the commercial pattern. This was the success of the 
State Bank of India which encouraged government to the nationalisation of 
14 major commercial banks in 1969 and again 6 banks in 1980 was 
nationalised. In the Post-nationalisation era, banking shifted from "Class 
Banking" to "Mass Banking" and consequently social banking perhaps 
eclipsed the importance of the profitability aspect of banks. 
In modem times the banks are to be considered not only as the dealers 
of money but as the leaders in economic development. They are not just the 
store houses of the country's wealth but are the reservoirs of resources 
necessary for economic development. Their primary objective is to mobilize 
the savings and direct them in the some productive channels. Basically, they 
as a bridge, between those who require funds and those who have surplus 
funds but are unable to make an effective and productive use of them. 
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Banks, thus, how become an instrument of a more efficient use of savings 
as they provide a convenient avenue to the saver and the investor a source 
of finance. Hence, out of their saving they provide financial assistance to 
the industry. Trade and commercie and give a push to the development of 
the economy. 
A number of studies have been conducted in our country on various 
issues or aspects of banking industry. Researchers have made a number of 
attempts to study the extent of variations in banking services at all India 
level. Most of the studies pointout that imbalances in banking services have 
been minimised since nationalisation. A very few studies points out tendings 
to the priority sectors at a district level. The present study is the pioneer 
study in which an attempt has been made to examine how far the State Bank 
of India is successful in lending the priority sectors specially in Aligarh 
district. Prior to establishment of the State Bankof India, a general observation 
was 'where enterprise leads finance follows'. The dictum was full applicable 
to all the banks. The geographical coverage and concentration of banking 
offices was, therefore, a reflection of the pattern of industrial development. 
The rural sector, small scale industries, education, retail traders, small 
businessman, professionals, S.C. / S.T., other neglected and weaker sections 
of the society were fully deprived of financial assistance provided by Banks, 
As their motive of providing the financial assistance, was not governed by 
credit worthiness of purpose but by 'credit worthiness of persons'. Such 
attitude of banks was basically responsible for widening imbalances among 
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the regions which helped in the concentration of economic power in a few 
hands and in the creation of industrial and business monopolies. Banks 
were not being utilized in the national interest rather funds of the banks have 
been used for the promotion of the business and industrial concerns of 
directors. Hence banks were lacking a sense of'social justice' the interest in 
the development priorities and the need for financing the economically weaker 
sections of the society whose credit worthiness is no doubt poor but their 
urge for development was very genuine. Inspite of the fact that agriculture is 
the basic industry of the country, was completely ignored. They remained 
indifferent toward the credit needs of the farmers and land improvements. 
Moreover it was also realised that banking industry in general is supporting 
anti-social elements and under stable activities such as hoarding and 
speculation and investing the public savings in certain pockets according to 
their vested interests. Thus, it was realised that banks are actually aggravating 
inter-regional, inter-state and inter-district imbalances. And such a policy of 
banking industry went against the welfare of the general masses resulting 
serious imbalances, neglection of priority and the weaker sections in the 
country. 
In the present work apart from evaluating the performance of the 
State Bank of India, an attempt has also been made to identify the credit 
lendings to priority sector specially in Aligarh District on the basis of primary 
and secondary data. 
The data of this decade from 1991 to 2001 of Aligarh district shows 
the progressive performance. From 1994 to 2001 every year, we have seen 
209 
the increment in the targets as well as the target was fully achieved or the 
achievement was more than the target. This is a progressive step in the 
direction of economic development. 
But the data of blocks shows that the State Bank of India was not 
working as successful in the blocks as it was in the district. Only agriculture 
advances was successfully financed. Allied sector, SSI and other priority 
sector was badly financed. That is to say the amount of target was targeted 
to these sector in very low quantity inspite of it the target could not be 
achieved. Only in four and five blocks the target was achieved. In the blocks 
there is much more scope for non farm sector, allied sector and other priority 
sector. The cheap raw material, cheap labour and cheap transportation cost 
makes the goods cheapter. KVIC and village industries are working here 
which produces cheap product with good quality which have heavy demand 
in the local market. The ignorance of these sector are creating the problem 
of heavy migration from villages to city due to unemployment. Because the 
small farmers work seasonally after harvesting seasons they become 
unemployed therefore they start to seek job but lack supply of fiind from 
Banks to non farm sector do not give permission to raise their production. 
Therefore the unemployment increases and migration from villages to city 
also increases. Another problem for non farmer sector is lack supply of 
power. Supply of power is only for 8 to 10 hours in the blocks and villages. 
This is another miserable problem for the small investors. As well as due to 
professional qualified unemployment, lack supply of power, the damaged 
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roads, low quantity of good schools and colleges, no good facility of medical 
services are also creating migration. To check this probloem, Bank should 
raise lending facility to the needy people. So that they could get employment 
as well as government should pay attention towards education facility, medical 
facility, road construction and supply of power. 
To find out the impact of loan on the borrowers, I used the random 
sampling method. I collected the data of 100 borrowers. I have selected 
two sector these are agriculture and small scale industries for the field survey. 
In survey, I have choosed 60 farmers and 40 small scale industrialists. To 
find out the impact of loan on agriculturists, I took Block Lodha with five 
villages - Bhankri, Barola Jafrabad, Bhagwanpur, Kliera Kliushkliabar and 
Bhikampur. I have prepared the questionnaire for agricultural field survey 
which is included in the thesis. Likewise I have taken 40 borrowers belongs 
to small scale industries. To find out the impact of bank loan on Industry, I 
have prepared another seperate questionnaire which is included in the thesis. 
I have taken only Aligarh's small scale industries for the field survey. To 
know the impact of loan, I have taken borrower's net income (Before 
Borrowing the Loan and Income After Investing the Loan). After analysing 
their income, I found that 92% borrowers' income was increased and only 
8% borrowers were in loss. But they were in loss due to mis-utilisation of 
their loan instead of farming. 
My findings and suggestion are based on the results of secondary 
data and on the field survey. 
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6.2 FINDINGS 
The major findings of this study are as follows :-
6.2.1 FINDINGS OF DISTRICT 
The perfon-nance of State Bank of India shows that in the beginning 
years of this decade from 1991 to 1993, the lendings towards the priority 
sector was unsatisfactorily. The bank was failed to achieve its targets but 
from 1994 to 2001, the improvement was seen towards in the lendings to 
agricutlure, SSI and other priority sector. The target was increased as well 
as fiilly achieved and the achievement was more than the target. 
6.2.2 BLOCKWISE FINDINGS 
(1) Findings of the year 1992-93 
The report of the year 1992-93 shows that credit advances to the 
agriculture was successfully lent in the three blocks these are Hathras, 
Iglas and Hassayan. The amount of credit advances to agriculture 
was less than the target in other blocks. 
Allied sector's lendings shows that only two block I lathras and Khair 
financed more than the target. But the target was very low in Hathras. 
The Bank could not achieve its target in other blocks. 
Only Gangiri, Atrauli, and Gonda Blocks performance shows the 
amount of loan, which was sanctioned to SSI, was more than the 
target. Other blocks performance shows the sanctioned amount of 
loan was very small or nothing could be sanctioned. In the Hathras, 
Dhanipur and Akrabad no amount was sanctioned to Small Scale 
Industries. 
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In the Blocks Dhanipur, Jawan and Hathras no amount was lent to the 
other priority sector. In the other blocks, the target could not be 
achieved and the amount, which was sanctioned, was very low in 
block Atrauli. 
(2) Findings of the year 1993-94 
Out of 12 blocks only 4 blocks, Hathras, Iglas, Chandaus and 
Hassayan was lent more than the target in agriculture sector. In the 
other Blocks the amount of target could not be achieved. 
Allied sector performance shows that only in the blocks Gangiri, 
Mursan, Gonda, and Hassayan, the target could not achieved while in 
other blocks the bank financed more than the target. 
The performance of the Small Scale Industries shows that in Hathras 
and Akrabad no amount was sanctioned. The sanctioned amount 
was very small. In other blocks only Gangiri and Atrauli was financed 
more than the target. Only Rs. 5000 was lent in Hassayan. From Rs. 
5 thousand how an industrialist can be benefited? I likewise Rs. 25 
thousand was the target in Gangiri. How many industrialist will be 
benefited through this small amount? 
No amount was lent in the Akrabad, Hathras and Dhanipur for other 
priority sector. Except Atrauli, Gangiri and Iglas. The amount of 
loan, which was sanctioned in other blocks, was very small and far 
away from the target. 
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In other priority sector, Bank financed successfully to Atrauli, Gangiri 
and Iglas. In Akrabad, Dhanipur and Hathras, bank did not sanctioned 
any amount and in other blocks the amount, which was financed, was 
less than the target. 
(3) Findings of the year 1994-95 
In the year 1994-95 the agricultural lendings are in satisfactory position 
except thei Mursan, Sasni, Dhanipur and Gangiri. In the blocks Akrabad, 
Hathras, Gonda, Lodha, Hassayan, Khair, Jawan, Bijoli, Sikandrarao, 
Iglas and Chandaus, the target could not achieved. 
The report of Gangiri, Lodha and Hassayan shows that the SSI 
sector in these blocks was financed more than the target. These blocks' 
performance shows that target amount was very small inspite of low 
target, the target could not be achieved. In Dhanipur, Akrabad and 
Hathras, no amount was financed. 
The other priority sector lendings was not satisfactory in Gonda, 
Chandaus, Dhanipur, Hassayan and Lodha. The target could not be 
achieved by the State Bank of India. Sasni is that block, for which no 
amount was sanctioned in any sector. The amount of target was very 
low in other blocks. 
(4) Findings of the year 1995-96 
Performance of the agriculture shows that the target of nine blocks 
out of seventeen blocks could not be achieved. These are Atrauli, 
Gangiri, Hathras, Mursan, Khair, Dhanipur, Jawan, Hasayan and 
Sikandrarao. 
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Under allied sector Bijoli, Sasni and Tappal was not financed any 
amount. In Atrauli, Gangiri, Mursan, Chandaus, Dhanipur, Jawan and 
Hassayan, the target could not be achieved by SBI. Out of 17 blocks, 
only in 7 blocks, the bank successfully financed. 
The performance of SSI again shows the poor lendings towards the 
Small Scale Industries. Either blocks was not financed any amount or 
if they financed, the amount was very low. Only Gangiri's performance 
was satisfactory. 
Very small amount was lent to other priority sector in the Block, 
Atrauli, Hassayan, Dhanipur. The data of Gangiri, Hathras, Gonda, 
Iglas, Chandaus, KJiair and Lodha, shows that bank financed more 
than the target in these blocks. 
In Akrabad, Bijoli, Sasni, and Tappal, bank financed only agriculture 
successfully. SSIs and other priority sector was badly neglected i.e. 
no amount was targeted for SSIs and other priority sector in these 
blocks. 
(5) Findings of the year 1996-97 
Report of year 1996-97 shows that the target of agricultural lending 
was achieved only in Block Lodha and Tappal. These two blocks 
were financed more than the target. And in other Blocks, the target of 
agricultural lendings could not be achieved. Akrabad, Sasni and Bijoli 
were financed without any target. 
2. The report of the year 1996-97 shows that the target of allied sector 
lending was achieved only in two blocks Gangiri and Gonda. These 
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blocks were financed more than the target. In Block Akrabad allied 
sector was financed without any target. In other Blocks Bank could 
not be achieved its target. 
The report of 1996-97 shows that the target of SSIs lendings was 
successfully achieved in Gangiri and Hassayan. Other Blocks data 
shows that Bank could not financed any amount or the amount, which 
was financed, was very low. This sector was completely neglected 
by the State Bank of India such as in Jawan, only Rs. 8000 was 
financed to SSI, Rs. 20000 was financed in Hathras, Rs. 36000 was 
financed in Mursan and only Rs. 35000 was targeted for Gonda. 
How can development can take place through this small amount? 
The report of 1996-97 shows that the target of other priority sector 
was achieved in Gangiri, Mursan, Iglas, Chandaus, and Lodha. In 
other Block the target was not successfully achieved. In Sikandrarao, 
Bijoli, Atrauli, Tappal, Sasni, no amount was lent. 
All over performance of this year shows that the SSIs sector is in the 
worst lending condition. Very small amount was sanctioned to this 
sector by the State Bank of India. 
(6) Findings of the year 1997-98 
In the year 1997-98 target of agricultural lendings was achieved in 
Gangiri, Gonda, Iglas, Chandaus, Khair, Dhanipur, Jawan, Lodha, 
Sikandrarao, Bijoli, Tappal, Sasni. Out of 17 blocks 13 blocks were 
successfully financed by the State Bank of India. 
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The target of allied sector lendings was achieved in Gangiri,Gonda, 
Dhanipur and Hassayan during the year 1997-98. In the other 12 blocks 
the amount of lending could not be reached upto the target. 
The report of the year 1997-98 shows no amount was lent in Atrauli, 
Akrabad, Sikandrarao, Bijoli, Sasni, and Tappal for SSI sector. In 
Mursan, Gonda, Iglas, Chandaus, Jawan, very small amount was lent 
to small scale industries. It can not be said successful lending. 
In the Gonda, Sasni and Tappal no amount was lent to other priority 
sector. In the block Atrauli, Gangiri, Hathras, Mursan, Chandaus, 
Jawan, Akrabad, Hassayan, Sikandrarao, and Bijoli the bank could 
not achieved its target. 
Overall performance of SBI's lending in the year 1997-98 shows that 
again the amount of lendings to small scale industries was very small. 
This lending cannot be benefited for the SSI sector. Performance of 
agriculture sector was satisfactory during this year. 
(7) Fiiulings of the year 1998-99 
During the year 1998-99, in Atrauli, Gangiri, Iglas, Chandaus, Khair, 
Jawan, Lodha, the bank was failed to achieve its target in agricultural 
sector. Out of 12 blocks, in the 7 blocks bank was failed to achieve 
its targets. Only Chandaus, Bijoli, Tappal, Gonda and Dhanipur was 
successfully financed 
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During the year 1998-99, only three blocks were targeted to finance 
the SSIs. These are Chandaus, Atrauli and Dhanipur from which only 
Chandaus was financed successfully. Jawan was also financed without 
any target. No amount was targeted for other blocks. Only two blocks 
were financed out of 12 blocks. 
In the Gonda, Khair, Jawan, Akrabad, Tappal and Bijoli, no amount 
was financed to the other priority sector by SBI. Only 4 blocks were 
financed more than the target to other priority sector. In Dhanipur 
and Chandaus, bank was failed to achieve its target. 
Over all performance shows SSI sector lending completely neglected 
by the State Bank of India. Other priority sector lending is not much 
in healthy position. 
(8) Findings of the year 1999-2000 
The report of year 1999-2000 shows that the lendings towards 
agriculture is satisfactory. Only in four blocks Atrauli, Gangiri, Iglas 
and Lodha, the State Bank of India coult not achieved its target. 
In the year 1999-2000, the lendings towards the allied sector was not 
satisfactory. In Atrauli, Gangiri, Gonda, Iglas, Chandaus, Khair and 
Lodha the target could not be achieved. Out of 12 blocks, in 7 blocks 
State Bank of India's performance was poor and in Dhanipur, Jawan, 
Bijoli and Tappal, no amount was targeted. 
The condition of SSIs lending again has not in healthy position. No 
amount was lent in Atrauli, Gangiri, Gonda, Iglas, Khair, Jawan, 
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Akrabad, Bijoli and Tappal. Only three blocks were financed, these 
are Chandaus, Dhanipur and Jawan. 
"No amount was lent to other priority sector in Bijoli, Tappal, and 
Atrauli. In the Blocks Chandaus, Khair, Dhanipur and Akrabad the 
targeted amount could not be achieved. 
Again overall performance of this year shows the poor lendings to 
the SSIs, allied sectors and other priority sectors. 
(9) Findings of the year 2000-2001 
The report of the year 2000-2001 shows that in Atrauli, Gangiri and 
Jawan, State Bank of India could not achieved its targets in agriculture 
credit advances. In other blocks, bank has financed successfully. 
In the year 2000-2001 the Bank could not achieve the target of the 
allied sector in Gangiri and Jawan. No amount was lent to Akrabad, 
Tappal and Bijoli during this year. 
In the year 2000-2001, the bank could not lent any amount to SSIs in 
Atrauli, Gonda, Iglas, Akrabad, Tappal and Bijoli. In Jawan only Rs. 
50,000 was targeted to SSIs this amount was very small for running 
any small scale industry. Target could not achieved in all the blocks 
except Dhanipur, Gangiri and Lodha. 
In the year 2000-2001 the bank could not lent any amount to other 
priority sector in Lodha, Akrabad, Tappal, Bijoli and Dhanipur. In 
Chandaus very small amount was lent. Only in 50% blocks, the target 
was achieved. 
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Overall performance of this year shows again the small scale industries 
lendings were not effective. It can not be said a healthy investment. 
Amount of loan was small and the target could not be achieved in 
mostly blocks. 
In the nutshell we can say that the State Bank of India was not as 
much successful in credit lending towards the priority sector in the blocks 
as it was successful in the city. In the agricultural lending only six and seven 
blocks' performance has shown satisfactory and in other blocks either the 
amount was not Inianccd or if it was financed, the amount was very small. 
Likewise in the allied sector only four or five block's performance is 
satisfactory while in other blocks the State Bank of India has shown poor 
lendings, the target could not achieved. 
The SSI sector is also in worst condition. The State Bank of India 
lent very small amount to this sector as well as target amount was very 
small. Only two or three blocks were benefited through the SBI's lendings. 
In other blocks either the amount of lending was very small or no amount 
could be lent to SSIs. While SSI is an important sector of the economy. It 
can not be ignored. 
State Bank of India lends the amount under 20 Km. area. If area is 
outer side from 20 Km. The money will be lend after the permission of 
zonal office. Akrabad, Tappal and Bijoli shows the poor lending picture 
because these Blocks have no branch of State Bank of India. Akrabad is 
financed by Hassayan Branch of S.B.I., Bijoh is financed by SB.I., Chherat 
220 
and Chharra and Tappal is financed by S.B.I. Khair and ADB Khair. 
Therefore, the amount of lending was very small and not much target was 
prepared to these blocks. 
6.2.3 FINDINGS OF FIELD SURVEY 
I have surveyed 60 farmers and 40 industrialists. I have tried to find 
out the impact of bank loans on the borrowers. How much new income 
generated after investing the loan? How much they are beneficiary from the 
loan? The result of this efforts came out positive. The income increased 
after investing the loan of Farmers as well as Industrialists. I have seen 8% 
negative effect in the agriculture. I find that the negative impact of loan was 
due to misuse of the loan amount i.e. they used borrowed amount for 
domestic purposes instead of investing the amount for farming. 
According to the report of field survey 92% farmers were benefited 
after investing the loan. Their income increased Rs. 175 Per month as per 
farmer and Rs. 2100 per annum as per farmer. 
Industrialists do not give me any information in figures. Therefore, I 
have taken inlcrvicw of industrialists they accepted that after investing the 
loan their income increased. But during past 10 years the profit rafio of their 
income are decreasing. They told me that the main reason of reducing their 
profit is lack supply of power. For the firms it is necessary that 12 hours 
continuous supply of power must flow in the peak hours. But in Aligarh 
district power flows only from 12 to 16 hours. They used the generators 
which raised their cost of production. But they cannot raise the sale price of 
product. Therefore the increase in the cost of production reduces their 
profit. 
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Today there is tuff competition in the market. Due the globHsation 
pohcy the new multinational companies are entering in our country. Their 
products are qualitywise better and cheaper. They are technically advanced 
and produce international mark product. They used more advanced 
machinery and used less labour to produce their products. Therefore, their 
product is made under short period with large quantity in comparision to 
Indian industries. Therefore, their cost of production is also less than from 
Indian products. Aligarh is untouched from it. If the small scale industries 
want to live in this tuff competition they should improve quality of products 
and the product should be cheaper. If they improve the quality their cost of 
production will raise. They are not in condition that they increase the sale 
price of the products. The increment in cost of production every Industriahst 
cannot afford. In Aligarh the milk processing unit Glaxo has been sold in 
the hand of MNC Heinz India Ltd. due to reducing profit and in the last 
reduction in the profit generated a huge loss to the company. This is very 
miserable condition for SSIs. 
6.3 SUGGESTIONS 
The drop in overall priority sector lending has, no doubt, come about 
alongside the decline in overall credit-deposit ratio of the bank. But what is 
also disturbing is that priority sector bank credit seems to have worsened 
because of the manner in which priority sector targeting has been done by 
linking it to the total bank credit advanced rather than to total bank deposit 
mobilised. That this route of targeting priority sector with reference to credit 
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was adopted right from the outset is a poor reflection on the system that has 
led to regressive outcomes. 
The targeting of RBI of priority sector bank lending as a proportion 
of total credit, and not total deposits, has meant that the priority sector 
credit falls not only when there is shortfall in reaching the norm itself but 
also when the denominator used for the norm, namely CD ratio, slips 
downwards. Instead, if priority sector lending targets had been fixed in 
terms of total deposits, priority sector credit need not have declined even 
when overall CD ratio slipped downwards. 
The Small Scale Industries comes under second topmost priority. It 
generates employment, new income for the country, earns foreign currency 
through export, etc. This sector can not be neglected. In the Blocks the 
cheap labour availables, raw material can be easily found. The industries of 
backward areas are free from tax payment all these symptoms make the 
goods cheaper due to low cost of production. Therefore, the State Bank of 
India should raise its target amount for SSIs as well as should try to achieve 
the target. 
Report of secondary data shows bank played poor performance in 
the field of credit advances to the priority sector in three blocks Akrabad, 
Bijoli and Tappal. These three blocks comes under dark area i.e. there is no 
irrigation facilities. But there is much scope in the field of small scale industries. 
Rice mills and Ayurvedic Medicines firms are situated in Akrabad, Agricultural 
Machinery Industries, Steel trunk, Readymade garments. General Engineering 
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Industries are situated in Tappal and Agricultural machinery and tools 
industries are situated in Bijoli. It fulfills not only the demand in local market 
but also these are fulfilling the demand in other local markets. Therefore 
State Bank of India should open branches under these blocks through the 
Branch expansion programme. 
State Bank of India should arrange the camps from time to time to 
educate the farmers about multicropping system, how they can generate 
more profit within year, encourage them for mechanised farming. 
State Bank of India, the public sector behemoth, is all set to roll out 
the first phase of its Rs. 500 crore banking solution. The solution involves a 
project to network 3000 computerised branches across the country in a 
time bound manner. In the first phase 300 branches in 50 cities have been 
identified to be brought under the network. Aligarh is one of them. The 
computerisation will provide for the backbone to intigrate the front and 
back office functions of SBI, to provide anywhere - anytime banking 
solutions. The computerisation will use multiple modes of communication 
such as VATs, braodband connectivity and the internet for this venture. 
When I was doing survey in the SBI's Branches of Aligarh district, I found 
that the staff was not technically educated. The technical problems related 
with computer (Software and hardware) they were unable to handle. The 
training can not be trained such like as Engineer. When they face any technical 
problem it creats wastage of time of both public as well as bankers. The 
project engineer is not available in the district level and block level. 
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Therefore, Bank should hired one Computer Engineer for districts 
and blocks to ensure the smooth functioning of computer system of all the 
branches, so that lendings, borrowings, repayment position should be 
available easily at every time. 
The State Bank of India as well as other Banks are confronted with a 
number of serious problems with respect to credit development. The 
problems of poor recovery of loans is one of them which not only slows 
down the process of recycling of funds but also affect their profitability. It 
is worthwhile to mention here that NPA in terms of percentage under govt, 
programme are rising every year. For which Banks are required to pay special 
attention. 
A strategic action plan should be initiated to reduce NPA lend by 
constituting recovery team at chronic loss making branches for aggressive 
follow up / personal contact to recover bank dues. 
Apart from this another problem which seems to be politically 
motivated, is waiving of loans. Such schemes have provoked the institutions 
of some people not to return their loans, whether they are in a position of 
returning or not. Hence Banks should make some policies so that Bank 
could not more be used for anybody's vested interests. Banks should also 
have some machinery to check whether the credit disbursed is going into 
productive uses or not. That is to say redeployment of staff may be examined. 
Keeping categorisation and business level of branches in mind. Regular 
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Staff meetings should be organised in order to involve all members in business 
development and to build team spirit of branch level. 
These are days of competition and therefore, borrowers may have to 
be discriminated from one to another on the basis of a rating system. Rating 
helps in proviidng preferintial treatment to well-rated borrowers. At present, 
this rating system is followed in the case of corporate borrowers by 
professional agencies such as CRISFL, etc. This idea may be extended to 
the larger SSI units. It is suggested that banks may promote a seperate 
consulative agency for rating of such SSI units. Initially, this arrangement 
may be made applicable to bigger units enjoying credit limits of Rs. 10 lakhs 
and above. 
It is understood that enterprenurs experience difficulties in providing 
the requisite margin money. Due to pressure from banks and financial 
institutions they are forced to borrow from the market at exorbitant rates of 
interest, to fulfill the margin requirements. In this regard, they seek assistance 
from SIDBI, and the State Govt, concerned. Therefore the State Bank of 
India should reduced the margin requirements and equity supported schemes 
should be popularised. 
Banks experience difficulties in taking over the possession of movable 
assets of the borrowers as a part of recovery procedure. These difficulties 
arise on account of the requirements of court intervention. In this regard, 
banks may enjoy powers as under section 29 of SFCs Act. Similariy, the 
law of limitation may be amended suitably in order to avoid inconvenience 
226 
in obtaining acknowledgement of Debt periodically. In the same way, the 
stamp duty Act may be amended to exempt SSI units from the payment of 
stamp duty for availing of mortgage loans from the banks. Introduction of 
Recovery Certificates System similar to State Agricultural Recoveries Act 
may be considered for bank advances. This will save banks from the payment 
of court fees, and the recovery can be expedited. 
Recently a bill of security was passed in the both houses of Parliament 
Lok Sabha and Rajya Sabha. This bill has given more rights to the bank and 
other financial institutions. According to this Bill, the bank has the right to 
take action against the borrowers who do not pay the payment of loan at the 
time whether they are in condition or not. If they want to pay the limit 
amount, the action will not be taken otherwise bank have the right to sell 
their mortgage property This will help in declining the ratio of NR\ as well 
as more loan can be sanctioned to the needy people. This bill makes the 
banks more powerful. This is a good step in the right direction. Bank should 
implement this rule with strict hand so that the NPA can be reduced. 
Keeping all the facts in mind, that after analysing the primary and 
secondary data as well as after taking the direct interviews of the farmers, 
industrialists and bank employees, we reached to this conclusion that State 
Bank of India has certainly played very strong positive role in financing the 
priority sectors of the economy We have no hesitation in saying and prooving 
that State Bank of India is pioneer in financing for priority sector directly or 
indirectly. In case of Aligarh we have examined from all point of views that 
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State Bank of India has played very positive role in financing the priority 
sector. 
Lastly we can say that the working of the Bank should improve and 
adequate quantity of loan should be granted to the needy farmers timely so 
that it may be utilised fully to achieve the target on the other hand recovery 
procedure of loan should also be more effective and easy. The insurance 
scheme of the crops should also be implemented effectively. The procedure 
of lending to the real beneficiaries should be easy. Lengthy procedure should 
be avoided to help the borrowers. For achieving the real goal, we hope that 
after adopting the above measures SBI which is very helpful to the farmers, 
industrialists and common persons, will be more helpful and fruitful for the 
betterment of the investors of priority sector. The production and demand 
of the goods in priority sector will increase and we will be able to achieve 
the target of economic development and welfare of the people by adopting 
the new measures and policies. 
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QUESTIONNAIRE - 1 
AGRICULTURAL PROJECTION OF PERFORMANCE AND PROFITABILITY 
IDENTITY OF THE BORROWER 
1. Name ofthe Bonower 
2. Father's Name 
3. Male / Female 
4. Address 
5. Literate/Illiterate 
6. Occupation 
7. Puipose ofthe Loan 
8. Land Cultivation Details; 
Land Owned On Lease Total Land 
Inigated 
Non - Inigated 
Barren Land 
9. Name ofthe Agency which you have financed 
10. AmountofLoan 
11. Name ofthe Crop Area of Land 
Kliarif 
1. 
2. 
3. 
Rabi 
1. 
2. 
3. 
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12 Income and Expendituie oftlie Borrower (Amount in Rs) 
A Production 
(Quantity) % utilization of 
installed capacity 
B Sales 
C Cost of Production 
(i) Cultivation (Rent of 
Tractors, land and other 
Implements) 
(u) Seeds 
(ill) Fertilizers Mannure 
Chemials 
(iv) Power and Fuel 
(v) Wages of Hired Labour if any 
(vi) Insecticides and 
Pesticides 
(vii)Irngation Charges 
(viii) Otliers 
Total Cost of Production 
D Cost of Sales 
E Gross Profit (B - D) 
F Interest on 
(i) Term Loan 
(n) Odier loan if any 
G Selling, General and 
Marketing Expenses 
H Net Profit [E-(F+G)] 
I Net Cash Accruals 
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J Repayment Obligations 
0) Towards Term Loan 
(u) Towards Other Loan if any 
K Total Repayment 
L Debt Service Ratio (I K) 
13 Impact of Loan 
A Net Income before borrowmg tlie 
Loan 
B Net Income after borrowing the 
Loan 
C Increased Income (B - A) 
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OUESTIONNArRE - 2 
PROJECTION OF SMALL SCALE INDUSTRY'S PERFORMANCE & 
PROFITABITTTY 
IDENTITY OFTIIE BORROWER 
1. NameoftheBonower 
2. Father's Name 
3. Male/Female 
4. Address 
5. Professionally Qualified/Qualified 
6. Occupation 
7. PuiposeoftheLoan 
8. Amount oftlie Loan 
9. Name ofthe Agency which you have 
financed 
10. Perfonnance and Profitability ofthe 
BoiTower 
11. Income & Expenditure ofthe Borrower (Amount in Rs.) 
A. Production 
(Quantity) % utilization of 
installed capacity 
B. Sales 
1. Sales including all 
miscellaneous receipts 
2. Less Excise 
3 Net Sales 
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C. Cost of Production 
1. Raw material consumed 
2. Power and Fuel 
3. Direct Labour and Wages 
4. Consumable stores 
5. Repairs and Maintenance 
6. Other Manufacturing Expenses 
7. Depreciation / Development 
Rebate Reserve 
Total Cost of Production 
8, Add Opening stock in 
Process and finished goods 
9. Deduct closing stock - in 
process and finished goods 
D. Cost of Sales 
E. Gross Profit (B-D) 
F. Interest on 
1. Term Loan 
2. Working Capital 
3. Other Loan, if any 
G. Selling, General and 
Administrative Expenses 
H. Profit before Taxation 
[E-(F + G)] 
I. Provision of Fares 
J. Net Profit (H-I) 
K. Depreciation added back 
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L Net Cash Accnials 
M Repayinent Obligations 
1 Towards Temi Loan 
2 Towards Other Loan if any 
N Total Repayment 
0 Debt Service Ratio (L M) 
12 Impact of Loan 
A Net Income before borrowing the 
Loan 
B Net Income after borrowing the 
Loan 
C Increased Incoine (B - A) 
